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UMT^EZl WUNICIMW- 


MAYOR’S FOREWORD 
HIS WORSHIP, THE MAYOR 
CLLR BD DLAMINI 



"What counts in lite is not the mere fact that we have lived. It is what difference we 
have made to the lives of others that will determine the significance of the life we 
lead," Dr. Nelson Mandela during the 90th Birthday Celebration of Tata Walter Sisulu, 
May 18th, 2002. Their legacy remains with us. 

In our fourth year in the UMtshezi Local Municipality, it is my sincere and humble wish 
to present the Annual Report of 2014/2015 with honour to visible progress across-the- 
board as tabled in the contents page. As we have committed ourselves in the year 
201 1 that; “By 2016, UMtshezi Municipality will be a champion of sustainable growth 
with the aim of building better communities", we are still on track in alignment with the 
District Municipality matched with the following; 

UMtshezi Municipality area lies amidst the rolling foothills of the Drakensburg mountains 
under the shadow of the sleeping Giant's Castle and embraces the town of Estcourt. 
UMtshezi is situated on the main electrified railways line between Durban and 
Johannesburg. It is 1, 167 metres above sea-level, 483 kilometres from Johannesburg 
and 225 kilometres from Durban. The population is comprised of approximately 
83, 153. Black Africans90.2%, Coloured 1 .4%, Indians 5.8%, White 2.3% and Other 0, 3%. 

UMtshezi/Estcourt shares some of the unique routes such as Midlands Meander, 
Battlefield Route, and the unsung hero “King Langalibalele Pass" dubbed as 
Drakensburg World Heritage Site transit route. UMtshezi has seen many armies’ 
skirmishes across the land, however, military history is not only what it offers, we also 
practice conservation in nature reserves and host some of the great wildlife the 
country has to offer. 

We are also linked to the international world in cross border projects from the Nestle 
Company (SA) producing coffee, Eskort Beacon Factory, Masonite (Africa) supply 
timber, Glamosa with Mosaic Tiles and Glass-wear. There are a number of other 
smaller factories such as the Narrowtex producing car seatbelts. Dragon Engineering 
and others. 


1 





During the 2014/2015 projects were done: 

• The construction ot the AAulti-purpose centre in Wembezi 

• The re-furbishment ot the Wembezi Stadium 

• The construction ot the Wembezi Taxi Rank which is 80% completed 

• The construction of the double story Taxi Rank in Estcourt which is 75% 
completed. 

• The Blacktop surfacing in Wembezi is completed. 

• The construction of three creches 

• The handover of the Brymbella Creche 

To improve service delivery we have set-up a program of our Yellow Metal 
Equipment’s to rotate according to Wards, that is; 1-9 spending a maximum of one 
month either grading the roads, building small bridges, unblocking of storm water 
drains. Our challenges are based on lack of service delivery on water projects where 
people are in dire-need of clean drinking water. This project is spearheaded by the 
uThukela District Municipality. 

As stated in the previous years, our roads are full of potholes. Their lifespan have 
reached the stage of fhe entire town receiving a thorough roads rehabilitation and 
reconstruction programme. 

Our biggest challenge to date is the upcoming merger between Umtshezi 
Municipality and Imbabazane Municipality. A Change Management Committee has 
been established to resolve all queries pertaining to the merger. 

In conclusion, our System is precisely following each and every word of 
encouragement from National, Provincial, District and local governments advises on 
service delivery. "Together; lets’ move South Africa Forward". 
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ACTING MUNICIPAL MANAGER’S FOREWORD 

EH DLADLA 



As the Acting Accounting Officer of Umfshezi Municipality, I confirm fhat the 
2014/2015 annual report has been compiled in line with the Local Government 
Municipal System Act 32 of 2000 and fhe Local Government Municipal Finance 
Management Act 56 of 2003. 

The 2014/15 financial year had improved buf during the latter part of the year, the 
following challenges were experienced: 

1) Umtshezi Municipality was categorized as a chalienged municipality by 
Cogta: Back to Basics Programme 

2) The resignation of the Municipal Manager in May 2015 after seven (7) years of 
plying her trade with this organization. 

3) We experienced many service delivery protests which turned violent 
influenced by the 2016 upcoming elections. 

4) CMC meetings were not held regularly to discuss issues that affected the 
forthcoming merger of Imbabazane Local Municipality with Umtshezi 
Municipality. 

Our highlights for fhe 201 4/15 financial year are as follows: 

1) Obtaining an unqualified with matters of emphasis opinion from the Auditor 
General for the 2013/2014 financial year. 

2) Construction of three (3) creches. 

3) Construction of the Esigodiweni Community Hall. 

4) The upgrade of Substation 57. 

5) The upgrade of the Wembezi Substation. 

6) The rehabilitation of roads In the Estcourt area. 

7) The rehabilitation of roads in Wembezi. 

8) To be 100% spent on MIG without rollovers. 

Our major challenge as mentioned over the years is still the ageing water 
infrastructure which is damaging the roads. However, a maintenance plan has been 
developed to repair the potholes within the municipal jurisdiction. Whilst worry has 
been expressed with the state of our ageing infrastructure, our existing infrastructure 
is being sweated to the point of no return due to fhe lack of maintenance over the 
years. There has been many challenges of service deliver/ facing fhe country 




including violent uprising in areas like Weenen can be attributed to the above 
challenges. 

There has been a significant negative impact on the country’s economy, as well as 
huge unrest in underserviced communities which have minimum access to basic 
services. Bearing in mind, the serious neglect of municipal infrastructure over the 
years. 

As the municipality, we have also been addressing the issue of good governance 
which strengthens the communication with communities. 

During the 201 4/201 5 financial year, a rapid response team was established which 
included the Speaker and Management to address the issues of service delivery. 

Finally, I would like fo thank the Mayor, Deputy Mayor, Speaker and Council for 
awarding me the opportunity to act as the Municipal Manager of Umtshezi 
Municipality and the staff for their contribution towards improving service delivery of 
Umtshezi Municipality. By joining hands with Council, management and staff, we 
can accomplish more. 
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MUNICIPAL FUNCTIONS, POPULATION AND ENVIRONMENTAL 

OVERVIEW 


MUNICIPAL FUNCTIONS: 

Umtshezi Municipality, KZN 234, provided the following functions: 


MUNICIPAL FUNCTIONS 

Function 

Applicable 

to 

Municipality 
(Yes / No)* 

Constitution Scheduie 4, Part B tunctions: 


Air pollution 

No 

Building regulations 

Yes 

Child care facilities 

No 

Electricity and gas reticulation 

Yes 

Firefighting services 

Yes 

Local tourism 

Yes 

Municipal airports 

No 

Municipal planning 

Yes 

Municipal health services 

No 

Municipal public transport 

No 

Municipal public works only in respect of the needs of municipalities in the discharge of 
their responsibilities to administer functions specifically assigned to them under this 
Constitution or any other law 

No 

Pontoons, ferries, jetties, piers and harbours, excluding the regulation of international and 
national shipping and matters related thereto 

No 

Stormwater management systems in built-up areas 

Yes 

Trading regulations 

Yes 

Water and sanitation services limited to potable water supply systems and domestic waste- 
water and sewage disposal systems 

No 

Beaches and amusement facilities 

No 

Billboards and the display of advertisements in public places 

Yes 

Cemeteries, funeral parlours and crematoria 

Yes 

Cleansing 

Yes 

Control of public nuisances 

Yes 

Control of undertakings that sell liguor to the public 

Yes 

Facilities for the accommodation, care and burial of animals 

No 

Fencing and fences 

No 

Licensing of dogs 

No 

Licensing and control of undertakings that sell food to the public 

Yes 

Local amenities 

Yes 

Local sport facilities 

Yes 

Markets 

Yes 

Municipal abattoirs 

No 

Municipal parks and recreation 

Yes 

Municipal roads 

Yes 

Noise pollution 

Yes 

Pounds 

Yes 



Public places 

Yes 

Refuse removal, refuse dumps and solid waste disposal 

Yes 

Street trading 

Yes 

Street lighting 

Yes 

Traffic and parking 

Yes 


POPULATION 

According to the Census 2011, the population for the Umtshezi area is 83154 
consisting of: 

Thousands 0 10 20 30 40 50 60 70 80 

Black 

Coloured i 
Indian Hi 
White ■ 

Other I 

Other White Indian Coloured Black 

B Total 252 1907 4836 1137 75023 




UNEMPLOYMENT STATUS 



M Employed 
M Unemployed 
M Discouraged 
M Not Active 
M Employment NA 


GENDER STATISTICS 



AGE GROUP 



POPULATION OF AREAS THAT FALL WITHIN THE DISTRICT 


MUNICIPALITY 

WARDS 

POPU 

LATION 



2001 

2011 

DC23: UThukela 

73 

657 736 

668 848 

KZN234: Umtshezi 

9 

60 087 

83 154 

KZN236: Imbabazane 

13 

120 622 

113 073 

KZN 233: Indaka 

10 

113 644 

101 557 

KZN 232: Emnambithi 

27 

225 459 

237 437 

KZN 235: Okhahlamba 

14 

137 525 

151 441 


HOUSEHOLDS 

There ore 1 9252 households within the Municipal jurisdiction. In May 201 4, an indigent 
register was approved by Council where indigent customers are allocated 50kw free 
electricity, free refuse removal and are exempted from paying rates. From these 
households, 5462 are indigent consumers. 

Below are diagrams indicating the number of households that have access to 
Electricity, water and sanitation. 



Number of households that have access to electricity. 



Number of households that have access to v^ater 



o 


Number of households that have access to sanitation 





TY-AN 



ENVIRONMENTAL OVERVIEW 

uMtshezi Local Municipality is located within the midlands in the South-Western 
quadrant of uThukela District Municipality and bordered in the north by Indaka and 
Emnambithi Local Municipalities, in the west by Okhahlamba and Imbabazane local 
municipalities, and in the south by Mpofana Local Municipality. 



SERVICE DELIVERY OVERVIEW 

Umtshezi Municipality is ensuring that service delivery is taking place in all areas. 

ORGANISATIONAL DEVELOPMENT OVERVIEW 

During the 2014/2015 financial year, the Municipal Manager, Miss PN Njoko resigned. 

AUDITOR GENERAL’S REPORT 

In the 2013/2014 financial year, an unqualified with emphasis of matters opinion was 
received from the Auditor General. A template was designed by Management to 
address all the queries raised by the Auditor General. 

STATUTORY ANNUAL REPORT PROCESS 

The Annual Report was compiled in line with the Local Government Municipal 
Systems Act 32 of 2000, The Local Government Municipal Finance Management Act 
56 of 2003 and Circular 63. 
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UMTSHEZI MUNICIPAL VISION 

"BY 2016 UMTSHEZI MUNICIPALITY WILL BE THE CHAMPION OF A SUSTAINABLE GROWTH 
WITH AN AIM OF BUILDING BEHER COMMUNITIES." 


MISSION STATEMENT 

Umtshezi Municipality in partnership with other stakeholders is committed to: 

• Provide on enabling economic and social development environment; 

• Provide a robust plan for the vulnerable, including youth, physically challenged, 
gender and aged persons; 

• Work co-operatively to unlock resources from other spheres of Government and 
the Private Sector; 

• Continuously provide services in an equitable manner taking Batho Pele Principles 
into cognizance; 

• Establish and maintain community networks that promote healthy engagements 
between the Municipality and other stakeholders; 

• Strive to facilitate the provision of basic services; and 

• Develop Umtshezi in a sustainable manner that does not compromise current and 
future generations. 
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CHAPTER TWO 


GOVERNANCE 


POLITICAL GOVERNANCE 

Umtshezi Municipality (KZN234) is an ANC led Council from 201 1 local government. All 
internal structures are fully functional which help the council to fully perform its 
oversight role. 

Our Council is run professionally and all decisions are taken on an informed system 
based on legal prescripts guarding the institution. 


HIS WORSHIP, THE MAYOR: 
CLLR DB DLAMINI 




DEPUTY MAYOR: 
CLLR BA DLAMINI 


SPEAKER OF COUNCIL 
CLLR CJS NUNES 
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Umtshezi Municipality is a Council that comprises of t7 Councillors. The total of 
9 Councillors are Ward Councillors and 8 are PR Councillors. It also includes 1 
Inkosi. 


Members of Full Council 


NAME OF COUNCILLOR 

POLITICAL PARTY 

Uqandren Chetty 

ANC 

Bongani Sunset DIadIa 

ANC 

Bhekithemba Abel DIamini 

NFP 

Derrick Bongani DIamini 

ANC 

Themba Christopher Dubazane 

ANC 

Themba Gordson Duma 

NFP 

Rudolph Petrus Gericke 

DA 

Edith lite 

ANC 

Siphamandia Duncan Magubane 

ANC 

Excellent Emmanuel Majola 

IFP 

Mduduzi Emmanuel Mchunu 

IFP 

Sithandile Mnikezeli Mlambo 

IFP 

Simanje Cloudia MIele 

NFP 

Cesar Jose Soares Nunes 

ANC 

Breen Sulieman 

ANC 

Kwenzakwakhe Alpheus Vilakazi 

IFP 

Zwela Zwane 

ANC 

Inkosi Fana Nicholus Mnkwanyana 

TRADITIONAL 



Council ( 

jrs, Committees Allocated and 

Council Attendance 

Council Members 

Full 

Time/ 

Part 

Time 

FT/PT 

Committees Allocated 

‘Ward and/ or Party 
Represented 

Percentage 

Council 

Meetings 

Attendance 

Percentage 

Apologies 
for non- 
attendance 


% 

% 

Chetly Ugandren 

PT 

• Safety/Security 
Committee 

• Municipal Public 

Accounts 

Committee (MPAC) 

WARD 4 / ANC 

72 

21 

DIadIa Bongani Sunset 

PT 

• Sport, Gender, 

Vulnerable Groups, 
Health, Youth and 
Education 

Committee 

• Safety/Security 
Committee 

• Local Labour Forum 

WARD 1 / ANC 

93 

7 

DIamini Bhekithemba 
Abel 

FT 

• IDP, Finance, LED 

and Tourism 

Committee ' 

• Rules Committee 

• Executive 
Committee 

WARD 2 / NFP 

too 


DIannini Derrick Bongani 

FT 

• IDP, Finance, LED 

and Tourism 

Committee 

• Infrastructure, 

Housing, Town 

Planning, Rural 

Development and 
Agrarian Reform 

Committee 

• Executive 

Committee 

WARD 9 / ANC 

100 


Dubazane Themba 

Christopher 

PT 

• Infrastructure, 

Housing, Town 

Planning, Rural 

Development and 
Agrarian Reform 

Committee 

• Human Resources 
and Transformation 
Committee 

• Municipal Public 

Accounts 

Committee (MPAC) 

WARD 7 / ANC 

64 

36 

. 
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Councillors, Committees Allocated and Council Attendance 


Council Members 


Duma Themba Gordson 


Full 

Time/ 

Part 

Time 

FT/PT 


PT 


Committees Allocated 


Sport, Gender, 

Vulnerable Groups, 

Health, Youth and 

Education 

Committee 

Local Labour Forum 


‘Ward and/ or Party 
Represented 


PR / NFP 


Percentage 

Council 

Meetings 

Attendance 


% 


86 


Percentage 
Apologies 
for non- 
attendance 


% 


Gericke Rudolph Petrus 


PT 


• Safety/Security 
Committee 

• Rules Committee 

• /vtunicipal Public 
Accounts 

Committee (MPAC) 


PR /DA 


93 


Lite Edith 


PT 


Infrastructure, 

Housing, Town 

Planning, Rural 

Development and 

Agrarian Reform 

Committee 

IDP, Finance, LED 

and Tourism 

Committee 

Sport, Gender, 

Vulnerable Groups, 

Health, Youth and 

Education 

Committee 

Human Resources 

and Transformation 

Committee 

Rules Committee 

Local Labour Forum 


PR / ANC 


too 


/vtagubane 
Siphamandia Duncan 


PT 


• Sport, Gender, 
Vulnerable Groups, 
Health, Youth and 
Education 
Committee 

• Human Resources 
and Transformation 
Committee 

• /vtunicipal Public 
Accounts 

Committee (/vtPAC) 

4. Local Labour Forum 


WARD 3 / ANC 


too 
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Councillors, Committees Allocated and 

Council Attendance 

Council Members 

Full 

Time/ 

Part 

Time 

FT/PT 

Committees Allocated 

‘Ward and/ or Party 
Represented 

Percentage 

Council 

Meetings 

Attendance 

Percentage 
Apologies 
for non- 
attendance 

% 

% 

Majola Excellent 
Mziwandile 

PT 

• Sport, Gender, 

Vulnerable Groups, 
Health, Youth and 
Education 

Committee 

• Rules Committee 

• Executive 

Committee 

PR / IFP 

too 


Mchunu Mduduzi 
Emmanuel 

PT 


PR / IFP 

100 

- 

Mlambo Sithandile 

Mnikezeli 

PT 

• IDP, Finance, LED 
and Tourism 

Committee 

WARD 5 / IFP 

64 

14 

Nunes Cesar Jose Soares 

FT 

Rules Committee 

PR / ANC 

100 

- 

Sulieman Breen 

PT 

• Infrastructure, 

Housing, Town 

Planning, Rural 

Development and 
Agrarian Reform 

Committee 

• IDP, Finance, LED 

and Tourism 

Committee 

• Safety/Security 
Committee 

WARD 6/ ANC 

93 

7 

Vilakazi Kwenzakwakhe 
Alpheus 

PT 

• Human Resources 
and Transformation 
Committee 

PR / IFP 

100 


Zwane Zwela 

PT 

• Sport, Gender, 

Vulnerable Groups, 
Health, Youth and 
Education 

Committee 

WARDS/ ANC 

21 

50 

Mnkwanyana Fana 

Nicholus (INKOSI) 

PT 


TRADITIONAL 

LEADERSHIP 

0 

29 


15 
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^REPORT 2014/2015 


EXECUTIVE COMMITTEE 

The Executive Committee (EXCO) consist of the following councillors: 


DB DLAMINI 

CHAIRPERSON 

BA DLAMINI 

MEMBER 

EM MAJOLA 

MEMBER 


OTHER PORTFOLIO COMMITTEES 


Committees (other than Mayoral / Executive Committee) and Purposes of Committees 

Municipal Committees 

Purpose of Committee 

Local Labour forum 

To deal with labour matters for 
all employees. 

Infrastructure, Housing, Town planning. Rural Development and 
Agrarian Reform Committee 

To deal with matters pertaining 
to the relevant committees 

Safely/ Security Committees 

To deal with the safety and 
security of all employees 

Sports, Gender, Vulnerable Groups, Health, Youth and Education 
Committee 

To deal with matters related 
to the relevant committees 

IDP, Finance, Local Economic Development and Tourism Committee 

To deal with all financial 
matters of the municipality eg. 
Growth and publicity. 

Human resources and Transformation Committee 

To deal with the recruitment 
and personnel matters 

Rules Committee 

All decision taken by the Rules 
Committee meeting are taken 
in the best interest of Council 

Council 

To formulise rules and 
regulations for the Municipality 
to operate in good 
governance 

Municipal Public Accounts Committee 

To deal with and investigate 
important matters that needs 
to be addressed and clarified 
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ADMINISTRATION GOVERNANCE 

In May 2015, the Municipal Manager, Miss PN Njoko, of seven (7) years had resigned. 
Council has appointed an Acting Municipal Manager up until the merger of 
Imbabazane Municipality and Umtshezi Municipality have been finalised. 


NAME 

DESIGNATION 

EH DLADLA 

ACTING MUNICIPAL MANAGER 

DIRECTOR: PECS 

ACTING DIRECTOR: ELECTRICAL 

HB CHOTOO 

DIRECTOR: CORPORATE SERVICES 

MJ ZULU 

CHIEF FINANCIAL OFFICER 

C MOODLEY 

ACTING DIRECTOR: ELECTRICAL 

MV HADEBE 

MANAGER: COUNCIL MATTERS 


AUDIT COMMITTEE/PERFORMANCE AUDIT COMMITTEE 

The Audit Committee is fully functional and comprises of the following members: 


LB VAN DER MERWE 

CHAIRPERSON 

ZZULU 

MEMBER 

CJ RAUTENBACH 

MEMBER 


The audit committee and performance audit committee sits on a quarterly basis 
and all minutes are submitted to Council for noting. 

INTERNAL AUDIT 

The internal audit is outsourced to KPMG. 

INTER-GOVERNMENT RELATIONS 

Umtshezi Municipal Officials attend all IGR forums pertaining to their departments. 

CHANGE MANAGEMENT COMMinEE 

A Change Management Committee (CMC) has been established by COGTA to 
resolve the issues pertaining to the forthcoming merger of Imbabazane and 
Umtshezi Municipality. 


RISK MANAGEMENT 

The risk register was compiled by KPMG. A fraud prevention policy was approved by 
Council for the 2014/2015 financial year. 

Declaration of returns not made in due time under MFMA s71 

Declaration of all monthly budget statements have been made on time as 
required in S71 of the MFMA. 
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PUBLIC ACCOUNTABILITY AND PARTICIPATION 

Budget/IDP roadshows were held in various areas informing the community about 
the projects that the municipality was implementing within the 201 4/2015 financial 
year. These roadshows were very successful. 


IDP Participation and Alignment Criteria* 

Yes/No 

Does the municipality have impact, outcome, input, output indicators? 

Yes 

Does the IDP have priorities, objectives, KPIs, development strategies? 

Yes 

Does the IDP have multi-year targets? 

Yes 

Are the above aligned and can they calculate into a score? 

Yes 

Does the budget align directly to the KPIs in the strategic plan? 

Yes 

Do the IDP KPIs align to the section 57 Managers 

Yes 

Do the IDP KPIs lead to functional area KPIs as per the SDBIP? 

Yes 

Were the indicators communicated to the public? 

Yes 

Were the four quarter aligned reports submitted within stipulated time frames? 

Yes 


FUNCTIONALTY OF WARD COMMITTEES 

All 9 wards have had their monthly ward committee meetings which most of them 
have been chaired by their Councillors except Ward 08 which the Cllr has been 
hospitalized and Ward 05 whom the councillor does not avail himself for his ward 
committee members. 


Ward Name (Number) 

Name of Ward Councillor and 
elected Ward committee 
members 

Committee 
established 
(Yes / No) 

Number of 
monthly 
Committee 
meetings held 
during the year 

Number of 
monthly reports 
submitted to 
Speakers Office 
on time 

1 

BS DLADLA 

YES 

12 

MONTHLY 

2 

BA DLAMINI 

YES 

12 

MONTHLY 

3 

SD MAGUBANE 

YES 

12 

MONTHLY 

4 

U CHETTY 

YES 

12 

MONTHLY 

5 

S MLAMBO 

YES 

12 

MONTHLY 

6 

B SULIMAN 

YES 

8 

MONTHLY 

7 

TC DUBAZANE 

YES 

7 

MONTHLY 

8 

Z ZWANE 

YES 

12 

MONTHLY 

9 

BD DLAMINI 

YES 

12 

MONTHLY 


Each ward is allocated 10 ward committee members who receives a stipend tor 
attending meetings. 

PUBLIC MEETINGS 

Report Back meetings were held with community members where key issues were 
addressed. 
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CHAPTER THREE 
BASIC SERVICES 


HOUSING 

In terms of provision of housing opportunities, Umtshezi Municipality hove appointed 
several Implementing agents in areas such as: 


AREA 

NUMBER OF UNITS 

CORNFIELDS 

2000 

MSOBETSHENI 

500 

OWL & ELEPHANT 

500 

THEMBALIHLE 

1000 

MIMOSADALE 

1000 

RENSBURGDRIFT 

1000 

PAAPKUILSFONTEIN 

1000 


Corntields, Msobetsheni, Owl & elephant and Mimosadale have all received Stage 1 
approval from the department of Human Settlements. 

We have also aggressively engaged the said department for a rectification 
programme for Wembezi A Section and we have recently received funding of 
R 75 000 000.00 for this programme. This project should commence in the 2015/2016 
financial year. 

ELECTRICITY 

In 2014 2015 Financial Year, the Electricity Department worked on the following 
Projects: 

1 . Substation 57 Bulk Infrastructure Upgrade 

2. Wembezi Substation Bulk Infrastructure Upgrade 

3. EsigodIwenI Electrification Phase 2 ( 200 Connection) 

Substation 57 works was done with the installation of 2 x 20 MVA Transformers, the first 
transformer was installed, commissioned and energised, the second Transformer was 
delivered from India, however there were problems with moisture which 
contaminated the paper inside the transformer, and this led to the transformer being 
removed from the Substation 57 to be sent to Gauteng for drying. 

Wembezi Substation was successfully completed, however the Electrical 
Department is now awaiting the connection upgrade from Eskom. Eskom also wants 
the Municipality to pay a deposit of R 4, 2 Million before the connection can be 
done. The Municipality then committed itself to paying 12 Monthly instalments. 

Esigodiweni project was targeting 200 connections, however the final connections 
done were 220. Third phase is in progress. 
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CIVIL 

The Civil department focuses on road maintenance, cleaning of stormwater drains, 
building new roads and patching of potholes. The civil department is also 
responsible for the MIG Projects. 


Below is a list of MIG Projects that were done for the 201 4/15 financial year. 


PROJECT 

WARD 

Construction of Brymbella Creche 

3 

Construction of Mhlumba Creche 

8 

Construction of Ekuthuleni Creche 

8 

Construction of Esigodiweni Hall 

6 

Mass earthworks and Layer Works of Madulaneni Road 

8 

Black Top Patching Wembezi Phase 2 

3 

Alfred Street Base Rehabilitation and Re-Surfacing 

4 


The MIG expenditure was 100% spent for the 2014/2015 financial year. 

WATER AND SANITATION 

Water and Sanitation is a function of the District Municipality, Uthukela. Utukela 
District Municipality provides water to the following areas: 

• Ladysmith 

• Estcourt 

• Bergville 

• Colenso 

• EzakenI 

• Indaka 

The following rural areas have access fo water: 

• Nkoseni 

• Nomoya 

• Emgodini 

• Nhlawe 

• Mbambane 

• Mntweni 

• Shiville 

• Cornfield 

• Thembalihle 

• AAngwenya 
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HALLS 

Halls are maintained by the Municipality and the Hirer pays a rate according to the 
use of the hall. Below is list of halls in the various areas. 


NAME 

AREA 

Town Hall 

Harding Street 

Forderville Hall 

Canna Avenue 

Colita Hall 

Sagittarius Avenue 

Wembezi Community Hall 

Wembezi A Section 

Wembezi C Section Hall 

C Section 

Cornfields Hall 

Cornfields 

Thembalihle Hall 

Thembalihle 

Weenen Town Hall 

Weenen 

Kwanobamba 

Ezitendeni 

Nhlawe 

Nhlawe 

Ferdinand 

Kwamthaniya 

BusanI 

bUSANI 

Mimosadale 

Mimosadale 

Mshayasazafe Hall 

Mshayasazafe 

Frere Hall 

Frere 

Paapkuilsfontein Hall 

Paapkuilsfontein 

Nkaseni Hall 

Nkaseni 


BY-LAWS 


During the 2014/15 financial year by-laws were gazetted and promulgated on the 
08'h July 201 4. Below is the list of by-laws that were promulgated. 


• Cemetery By-laws 

• Fire Safety 

• Keeping of Birds and Animals 

• Control of Public Nuisances 

• Parking By-laws 

• Pollution Control 

• Pound By-laws 

• Encroachment By-laws 

• Public Amenities 

• Public Roads 

• Stormwater Management 

On amalgamation of Imbabazane and Umtshezi, new by-laws will be developed. 
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INFORMATION TECHNOLOGY 


The IT department comprises of two (2) officials who maintain and monitor the entire 
municipal network including oftices and satellite offices. 

All IT related policies have been drawn up and put forward to Council for review. 
Below is the list of IT policies for the municipality: 

• User Account Management Procedure 

• Patch Management Policy review 

• Governance of information and communication technology framework 

• IT Disaster Recovery Plan 

• IT Strategy 

• Computer System Policy 

• Computer System Access and Back - Up Policy. 


The Municipal website is ww^v.umtshezi.co.za 


Municipal Website; Content and Currency of Materiai 

Documents published on the Municipality's / Entity's Website 

Yes / No 

Publishing 

Date 

Current annual and adjustments budgets and all budget-related documents 

Yes 

08/06/2015 

All current budget-related policies 

Yes 

13/12/2013 

The previous annual report (Year -1) 

Yes 

04/02/2015 

The annual report (Year 0) published/to be published 

Yes 

27/01/2015 

All current performance agreements required in terms of section 57(1 )(b) of the Municipal 
Systems Act (Year 0) and resulting scorecards 

Yes 

19/08/2014 

All service delivery agreements (Year 0) 

No 


All long-term borrowing contracts (Year 0) 

No 


All supply chain management contracts above a prescribed value (give value) for Year 0 

No 


An information statement containing a list of assets over a prescribed value that have been 
disposed of in terms of section 14 (2) or (4) during Year 1 

No 


Contracts agreed in Year 0 to which subsection (1) of section 33 apply, subject to subsection 
(3) of that section 

No 


Public-private partnership agreements referred to in section 120 made in Year 0 

No 


All quarterly reports tabled in the council in terms of section 52 (d) during Year 0 

Yes 

24/04/2015 



MANDELA DAY 

On the 18"' July 201 4, the house of Mr $ Mchunu who resides in Wembezi Section C 
was identified for assistance. Different government departments led by his Worship, 
The Mayor, contributed to the clean-up campaign, distribution of blankets, groceries 
and a food voucher. Below are photos of Mandela Day. 




TOWN PLANNING 

The planning office conducts site inspection in Estcourt, Weenen and Wembezi to 
ensure that the public is complying with regulations of town planning. 

There were eight (8) applications received in terms of Planning and Development 
Act (PDA) and five (5) applications in terms of Town Planning Ordinance Special 
Consent. 

During the 2014/15 financial year a cemetery site and landfill site was identified in 
Weenen located along the south of R74. Cemetery sites in Mshayazafe, Wembezi 
and Estcourt were also identified. 

Cogta in conjunction with Umtshezi Municipality appointed Black Balance to assist 
with the formulation of the Rural Land Use Management Framework and Weenen 
Scheme. 
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LIBRARIES 

We strive to provide libraries that are well equipped with the necessary information 
that the community requires. Within the Umtshezi jurisdiction, there are four (4) 
libraries situated in the following areas: 

• Estcourt Library 

• Forderville Library 

• Weenen Library 

• Wembezi Library 

These libraries provides access to books, magazines, audio visual, print materials and 
access to the Internet. 

The circulation of print and non-print material has increased in all four libraries, 
because of the relationship that has been created between schools around 
Umtshezi Municipality and Imbabazane. More children are using libraries for their 
school projects and recreational use, as well as those that make use of the Internet 
Cafe. Photocopies from library books are being made and staffs are there to give 
the necessary assistance to members. 

Various displays on different topics were put up in all libraries e.g. Youth Month, Have 
fun read a book. Freedom Day, Heritage Day, Cancer Awareness, Diwali, 

Astronomy, Crafts, Cooking, Career Guidance, Christmas display, Easter display etc. 

Library Week was celebrated from the 1 5"^ March March 2014. Theme: 

Celebrating libraries in 20 years of democracy. 

Library Week was celebrated from the 1 4'^^ March - 2 ]^' March 2015. Theme: 

Connect @ your library. 

Libraries had different promotional events for their members, like inviting school 
children to participate in story reading, colour-in, teaching them to use computers 
as an educational initiative as well as to read for leisure. 

Chess boards were distributed to libraries by the Department of Arts and Culture. 
Wembezi Library has established a Chess Club. 

The Senior Librarian makes weekly visits to all libraries to ensure that they are running 
effectively and efficiently. 


MUSEUMS 

There are two (2) museums situated within the Umtshezi jurisdiction which are in: 

• Weenen 

• Estcourt Fort Dunford 

Our museums are visited by schools, people and tourists from around the world. 
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PARKS DEPARTMENT 

The Parks department is responsible for the maintenance of parks, swimming pools 
and all sports tields within the municipal jurisdiction. 

The parks unit is also responsible for the implementation of the Environmental 
Protection and Infrastructure programme (EPIP) which entails the following: 


• Rehabilitation of the existing parks (Wembezi park and Estcourt Gateway) 

• The Street Cteaning Project 




LOCAL ECONOMtC DEVELOPMENT 
The LED Unit entails the following: 

• Business Retention and Expansion; 

• Investment Promotion and attraction; 

• Strategic Economic Development in terms ot policies; 

• Applied entrepreneurship; 

• Support ot SMMEs and Cooperatives; and 

• Applied Trade and Industry 
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CHAPTER FOUR 

MUNICIPAL PERSONNEL 


INTRODUCTION TO MUNICIPAL PERSONNEL 

Umtshezi Municipality consists of 384 permanent employees and 109 temporary 
employees broken down into different departments as follows: 

Third Tier Administrative Structure 



Due to the upcoming merger between Umtshezi Municipality and Imbabzane 
Municipality, all vacancies were put on hold up until the merger takes place in 2016. 



Employees 


2014/2015 

Description 

Approved 

Posts 

Employees 

Vacancies 

Vacancies 


No. 

No. 

No. 

% 

Water 

n/a 

n/a 

n/a 

n/a 

Waste Water (Sanitation) 

n/a 

n/a 

n/a 

n/a 

Electricity 

41 

47 

06 

14,6 

Waste Management 

102 

73 

29 

39,7% 

Housing 

10 

08 

02 

20% 

Waste Water (Stormwater Drainage) 

n/a 

n/a 

n/a 

n/a 

Roads 

74 

57 

17 

29,8% 

Transport 

n/a 

n/a 

n/a 

n/a 

Planning 

03 

02 

01 

33% 

Local Economic Development 

07 

04 

03 

43% 

Community & Social Services 

120 

92 

28 

23% 

Enviromental Proctection 

n/a 

n/a 

n/a 

n/a 

Health 

n/a 

n/a 

n/a 

n/a 

Security and Safety 

37 

30 

7 

19,00% 

Sport and Recreation 

02 

02 

0 

0% 

Corporate Policy Offices and Other 

158 

60 

70 

44% 


VACANCY RATE 


Vacancy Rate: Year 2014/2015 

Designations 

‘Total Approved 
Posts 

No. 

‘Vacancies 
(Total time that 
vacancies exist 
using fulltime 
equivalents) 

No. 

Municipal Manager 

1 

1 

CFO 

1 

0 

Other S57 Managers (excluding Finance Posts) 

4 

1 

Other S57 Managers (Finance posts) 

0 

0 

Police officers 

N/A 

N/A 

Fire fighters 

9 

0 

Senior management: Levels 13-15 (excluding Finance 

Posts) 

23 

7 

Senior management: Levels 13-15 (Finance posts) 

9 

0 

Highly skilled supervision: levels 9-12 (excluding Finance 
posts) 

76 

20 

Highly skilled supervision: levels 9-12 (Finance posts) 

11 

3 

Total 

134 

32 
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UMTSHEZlTlViUNICIPALITY - ANNUAli B#0F(T 20iili>*2by 


EMPLOYEES WHO’S SALARY LEVELS EXCEED THE GRADE DETERMINED BY JOB 
EVALUATION 


Employees Whose Salary Levels Exceed The Grade Determined By Job Evaluation 

Occupation 

Number of 
employees 

Job evaluation level 

Remuneration 

level 

Reason for deviation 

Senior Housing Official 

1 

12 

28 578,47 

Bargaining Council Settlement 

Senior LED Officer 

1 

12 

34 549,10 

Bargaining Council Settlement 







HUMAN RESOURCES POLICIES 


The table below shows the list of policies, plans developed and to be developed 
/reviewed by the municipality. 


HR Policies and Plans 


Name of Policy 

Completed 

Reviewed 

Date adopted by council or 
comment on failure to adopt 



% 

% 


1 

Affirmative Action 




2 

Attraction and Retention 

100 

100 

27/08/2014 

3 

Code of Conduct for employees 

100 

100 

30/10/2013 

4 

Delegations, Authorisation & Responsibility 

100 

100 

23/07/2008 

5 

Disciplinary Code and Procedures 




6 

Essential Services 




7 

Employee Assistance / Wellness 




8 

Employment Equity 

100 

100 

26/09/2014 

9 

Exit Management 




10 

Grievance Procedures 




11 

HIV/Aids 

100 

100 


12 

Human Resource and Development 




13 

Information Technology 




14 

Job Evaluation 

100 

100 


15 

Leave 

100 

100 

23/06/2008 

16 

Occupational Health and Safely 

100 

100 

30/10/2013 

17 

Official Housing 




18 

Official Journeys 

100 

100 


19 

Official transport to attend Funerals 




20 

Official Working Hours and Overtime 

100 

100 

30/10/2013 

21 

Organisational Rights 




22 

Payroll Deductions 




23 

Performance Management and Development 




24 

Recruitment, Selection and Appointments 




25 

Remuneration Scales and Allowances 

100 

100 

23/07/2008 

26 

Resettlement 




27 

Sexual Harassment 

100 

100 

13/08/2007 

28 

Skills Development/ Training Development 

100 

100 

13/06/2007 

29 

Smoking 

100 

100 

13/06/2007 

30 

Special Skills 




31 

Work Organisation 




32 

Uniforms and Protective Clothing 

100 

100 
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HR Policies and Plans 


Name of Policy 

Completed 

Reviewed 

Date adopted by council or 

comment on failure to adopt 



% 

% 


33 

Access to employees files/ Information Policy 

100 

100 

13/06/2007 

34 

Communication Policy 

100 

100 

31/07/2013 

35 

Confidential Policy 

100 

100 

31/07/2013 

36 

Confidential Policy 

100 

100 

13/06/2007 

37 

Employee Study Bursary Policy 

100 

100 

13/06/2007 

38 

In Service Training Policy 

100 

100 

13/06/2007 

39 

Length of Service Policy 

100 

100 

23/07/2008 

40 

Placement Policy 

100 

100 

06/10/2005 

41 

Retirement policy 

100 

100 

23/07/2008 

42 

Retrenchment Policy 

100 

100 

23/07/2008 

43 

Security of Municipal Affairs Policy 

100 

100 

13/06/2007 

44 

Substance Abuse Policy 

100 

100 

13/06/2007 

45 

Health & Safely Committee Policy 

100 

100 

30/10/2013 

46 

Workplace Skills Plan 

100 

100 

27/08/2014 

47 

Succession Planning Policy 

100 

100 

26/09/2014 


The Human Resourced department is busy developing the following policies. Once it 
is finalised, it will be submitted to Council for approval. 


• Conflict of Interest Policy 

• Induction Policy 

• Medical Aid Policy 

• UIF Policy 

• Skills Programme Policy 

• Car Allowance Policy 
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MANAGING THE MUNICIPAL WORKFORCE 

Employees, through the workplace skills plan submitted their training requirements 
pertaining to their specific sections. Council at its meeting held on 28"^ August 2015, 
approved the WSP for the 201 4/2015 financial year. Below are the courses/training 
that employees attended. 

• Municipal Finance Management Programme (MFMP) 

• Payday Training 

• Basic Computer Training 

• Amended Labour Relations Training 

• Apprenticeship Programme 

• WSP Training 

• Supervisory Training 

• Switching Course 

• Discipiinary Training 

• Induction Training 

• Disciplinary Skills Training 

• Dangerous Goods Law Entorcement Workshop 

• Fundamental of Fire Investigation 

• Stormwater draining/maintenance course 

• Pension Workshop 

• HR Protiling Workshop 

• Employee Self Service Training 

The training below were attended by the Councillors: 

• Accredited Councillor Training 

• Councillor Development Programme 

• MPAC Training 

DISCIPLINARY ACTION TAKEN ON FINANCIAL MISCONDUCT 

There were no cases of Financial Misconduct. The Municipality has cases where 
employees damaged vehicles and excess had to be paid. Employees who were 
held accountable for these damages were held responsible for the payment af the 
excess. 

NUMBER AND PERIOD OF SUSPENSIONS 

There were no employees who were suspended for the 201 4/2015 financial year 
however suspensions were received after a sanction was given. 
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SANCTIONS - CASES THAT WERE FINALISED FOR THE 2014/2015 FINANCIAL YEAR 


POSITION 

MISCONDUCT 

ACTION TAKEN 

DATE 

FINALISED 

Labourer (Refuse) 

Use of Municipal 
Bulldozer for private 
purpose 

• Liable to pay the 
employer R 4 1 758.50 

• Suspended without pay 
for 10 days. 

12/09/2014 





Skilled Operator 
(Parks) 

• Authorising an 
employee to 
work overtime 
without 
permission. 

• Taking oil without 
proper 
procedure 

• Liable to pay the 
employer R 4 1 758.50 

• Suspended without pay 
for 10 days. 

17/10/2014 





Special 

Programme Co- 
ordinator 

• Fraudulent 
activity signing 
on an 

attendance 
register (earlier 
time). 

• Absent without 
leave 

• Not reporting 
whereabouts 

• Final written warning. 

• Suspension without pay 
for 5 days. 

10/07/2014 





POSITION 

MISCONDUCT 

ACTION TAKEN 

DATE 

FINALISED 

Artisan Assistant 

Unauthorised use 
of municipal 

Vehicle 

• Final writfen warning 

• Paid excess for vehicle 

23/01/2015 





Electrician 

Gave an 
unauthorised 
person the vehicle 
to drive 

• Final written warning 

• Suspension without pay 
for 5 days 

15/11/2014 





General Assistant 
(Civil) 

Drove Municipal 

vehicle 

unauthorised 

• Final written warning 

• Suspended without pay 
for 10 days 

25/08/2014 





General Worker 
(Buildings) 

Abscondment 

Employee was dismissed 

11/03/2015 
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CHAPTER FIVE 
FINANCIAL PERFORMANCE 
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Reconciliation of Table A1 Budget Summary 
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Grant Performance 



R'OOO 

Description 

Year -1 

YearO 

Year 0 Variance 

Actual 

Budget 

Adjustments 

Budget 

Actual 

Original 

Budget 

(%) 

Adjustments 

Budget 

(%) 

Ooeratina Transfers and Grants 







National Government: 

58131 

71 443 

87117 

87 977 



Equitable share 

33196 

39 294 

39 294 

40 230 

102% 

1,023831883 

Municipal Systems Improvement 

888 

934 

934 

936 

100% 

1,002623126 

Department of Water Affairs 


- 

- 

- 



Levy replacement 

- 

- 

- 

- 



Finance Management Grant 

1 550 

1600 

1600 

1 600 

100% 

1 

EPWP Incentive 

1000 

1000 

1000 

1000 

100% 

1 

MIG 

10 942 

17 289 

19 789 

19 729 

114% 

0,996981353 

NDPG 

- 

1326 

14 500 

14 500 

1094% 

1 

INEP 

10556 

10 000 

10 000 

9 981 

100% 

100% 

Provincial Government: 

9 395 

2 950 

17102 

15 264 



Health subsidy 

- 

- 

- 

- 



Housing 

- 

- 

- 

- 



Ambulance subsidy 


- 

- 

- 



Sports and Recreation 

1466 

150 

675 

632 

421% 

94% 

Museum 

- 

598 

302 

302 

51% 

100% 

Provincialisation of Libraries 

- 

1 950 

1400 

1950 

100% 

139% 

Community Library Services 

- 

252 

126 

126 

50% 

100% 

Small Town Rehabilitation 

1929 

- 

14 599 

12 254 


84% 

Solar Street Lighting 

6 000 

- 

- 

- 



District Municipality: 

- 

- 

- 

- 



[insert description] 







Other grant providers: 

- 

- 

- 

- 



[insert description] 







Total Operating Transfers and Grants 

67 526 

74 393 

104 219 

103 241 



Variances are calculated by dividing the difference betv/een actual and original/adjustments budget by the actual. Full 


list of provincial and national grants available from published gazettes. 




T 5.2.1 


Conditional Grants: excluding MIG 


R’OOO 


Details 

Budget 

Adjustments 

Budget 

Actual 

Variance 

Budget 

Adjustments 

Budget 

Neighbourhood Development 

Partnership Grant 

1326000 

14500000 

14500000 




0 

0 





0 

0 




Public Transport Infrastructure and 

Systems Grant 






INEP 

10000000 

10000000 

9980637 



SMALL TOWN REHABILITATION 

0 

3000000 

3000000 



SPORT FACILITIES 

525000 

525000 

525000 



Other Specify: 






MSIG 

934000 

934000 

934000 



FMG 

1600000 

1600000 

1600000 



0 

0 

0 




Total 







* This includes Neighbourhood Development Partnership Grant, Public Transport Infrastructure and Systems Grant 
and any other grant excluding Municipal Infrastructure Grant (MIG) v/hich is dealt with in the main report, see T 
5.8.3. Variances are calculated by dividing the difference betvreen actual and original/adjustments budget by the 
actuaf Obtain a list of grants from national and provincial government. 


Liquidity Ratio 



current liabilities. A higher ratio is better. 




Debt Coverage 



Debt Coverage- The number of times debt payments can be accomodated within Operating revenue (excluding grants) . This in turn represents the ease with 
which debt payments can be accomodated by the municipality 




Repairs & Maintenance 



Data used from MBRR SA8 



Revenue Collection Performance by Source 










R'OOO 


Year.1 

YearO 

YearO Variance 

Description 

Actual 

Original Budget 

Adjustments 

Budget 

Actual 

Original Budget 

Adjustments 

Budget 

Property rales 

60174 

54 206 

54 206 

62 923 

14% 

14% 

Property rales • penalties & colleclion charges 

7 165 

6198 

10054 

9 242 

33% 

-9% 

Service Charges • eleclricily revenue 

168 691 

188937 

173937 

171 399 

-10% 

-1% 

Service Charges - v;aler revenue 

- 

- 

- 

- 



Service Charges - sanilalion revenue 

- 

- 

- 

- 



Service Charges - refuse revenue 

6 529 

7 478 

5 478 

6 628 

-13% 

17% 

Service Charges - olher 

- 

- 

- 

- 



Renlals of facililies and equipmenl 

463 

490 

130 

330 

-48% 

61% 

Inleresl earned - exlernal inveslmenls 

2 443 

2211 

2 250 

1581 

-40% 

-42% 

Inleresl earned - oulslanding debtors 

2137 

1912 

1912 

1964 

3% 

3% 

Dividends received 

- 

- 

- 

- 



Fines 

62 

122 

62 

78 

-57% 

O 

CM 

Licences and permits 

4 854 

5 440 

5 440 

5 692 

4% 

4% 

Agency services 

- 

- 

- 

- 



Transfers recognised - operational 

39 536 

45 778 

45 331 

43 809 

-4% 

-3% 

Other revenue 

1091 

3649 

3 655 

2 290 

-59% 

-60% 

Gains on disposal of PPE 

- 

- 

- 

- 



Enviromenlal Procleclion 

- 

- 

- 

- 



Total Revenue (excluding capital transfers and 
contributions) 

293 144 

316421 

302 455 

305935 

-3,43% 

1,14% 

Variances are calculated by dividing the difference between actual and original/adjustments budget by the actual. This table is aligned to MBRR 
table A4. 

TK.2 


Deta'I 

Debtors Age Analysis By Income Source 

Trade and Oltier Receivables from Exchange Transactions - Water 

Trade and Other Receivables from Exchange Transactions - Electricity 10 

Receivables from Non-exchange Transactions - Property Rates 6 

Receivables from Exchange Transactions - Waste Water Management 

Receivables from Exchange Transactions - Waste Management 

Receivables from Exchange Transactions - Property Rental Debtors 

Interest on Arrear Debtor Accounts 

Recoverable unauthorised, irregular or fruitless and wasteful Expenditure 


Other 

Total By Income Source 17 

Debtors Age Analysis By Customer Group 

Organs of Stale 2 

Commercial 12 

Households 1 

Other 

T olal By Customer Group 1 7 


31 - 

61 - 

91 - 

121 - 

151 - 

181 Days 

Over 1 

60 Days 

90 Days 

120 Days 

150 Days 

180 Days 

1 Year 

Year 

0 

0 

0 

0 

0 

0 

0 

410 253 

0 

0 

0 

0 

0 

0 

2 028 764 

1 724 682 

58 601 111 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

264 956 

125 392 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

107 908 

799 278 

0 

0 

0 

0 

0 

2811 881 

2 649 352 

58 601 111 

0 

0 

0 

0 

1 337 577 

1 249 766 

28 608 451 

0 

0 

0 

0 

691 326 

439 544 

6 770 833 

0 

0 

0 

0 

764 847 

893 862 

22 275 647 

0 

0 

0 

0 

18 131 

66 180 

946 180 

0 

0 

0 

0 

2 811 881 

2 649 352 

58 601 1 1 1 

0 

0 

0 

0 


0 - 

30 Days 

0 

I 180 591 

479 649 

0 

392 768 

0 

0 

0 

17 484 

070 492 

659 045 

790 075 

471 073 

150 299 

070 492 
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INVESTMENTS 




CURRENT PORTION 


FNB - Account number 6203381 1995 

967 060,00 

FNB 32-days Call Account 74407973409 

2 249 082,00 

FNB INEP Account 62347581060 

39 015,00 

FNB MIG Account 62281385130 

342 505,00 

FNB NDPG Account 62232266991 

32 038,00 

FNB STR Account 62347582050 

1 556 409,00 

FNB MSIG Account 62216024737 

524 096,00 

Standard Bank Account 12528 

1 2 528,00 

FNB Account 710212541 16 

36 246,00 

FNB Account 7106697123 

1 4 000,00 

FNB Land Sale Account 62216019019 

1 2 970,00 

Absa Bank Account 9106646490 

983,00 


5 786 932,00 



NON CURRENT PORTION 


FNB Account 71048724530 

1 1 000,00 

Nedbank Account 19542952 

22 063,00 


33 063,00 
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TREATMENT OF THE THREE LARGEST ASSETS ACQUIRED YEAR 0 

Asset 1 

Name 

CCTV CAMERAS 

Description 

SECURITY CAMERAS 

Asset Type 

OTHER ASSET 

Key Staff Involved 

MR HB CHOTOO 

Staff Responsibilities 

TO ENSURE THAT CAMERAS ARE WORKING 

Asset Value 

629 904.70 

Policies in Place to Manage Asset 

ASSET AND MANAGEMENT POLICY 

Asset 2 

Name 

T 19 HILUX D/CAB 3.0 D - 4-D 4x4 RAIDER 

Description 

LIGHT VEHICLE 

Asset Type 

MOTOR VEHICLES 

Key Staff Involved 

MR HB CHOTOO 

Staff Responsibilities 

TO ENSURE THAT VEHICLES ARE ROAD 

WORTHY 

Asset Value 

338 367.86 

Policies in Place to Manage Asset 

FLEET MANAGEMENT POLICY 

Asset 3 

Name 

T 12 TOYOTA FORTUNER 

Description 

LIGHT VEHICLE 

Asset Type 

MOTORS VEHICLES 

Key Staff Involved 

MR HB CHOTOO 

Staff Responsibilities 

TO ENSURE THAT VEHICLES ARE ROAD 

WORTHY 

Asset Value 

327 114.27 

Policies in Piace to Manage Asset 

FLEET MANAGEMENT POLICY 
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CHAPTER SIX 

INFORMATION 

AUDITOR GENERAL FINDINGS: 2013/2014 


REPORT OF THE AUDITOR-GENERAL TO THE KWAZULU- 
NATAL PROVINCIAL LEGISLATURE AND COUNCIL ON 
UMTSHEZI MUNICIPALITY 

REPORT ON THE FINANCIAL STATEMENTS 
Introduction 

1 . I have audited the financial statements of the uMtshezi Municipality set out on pages ... to .... 
which comprise, the statement of financial position as at 30 June 2014, the statement of 
financial performance, statement of changes in net assets, the cash flow statement and the 
statement of comparison of budget information with actual information for the year then ended, 
and the notes, comprising a summary of significant accounting policies and other explanatory 
information. 


Accounting officer's responsibility for the financial statements 

2. The accounting officer is responsible for the preparation and fair presentation of the financial 
statements in accordance with the South African Standards of Generally Recognised 
Accounting Practice (SA Standards of GRAP) and the requirements of the Local Government: 
Municipal Finance Management Act of South Africa, 2003 (Act No. 56 of 2003) (MFMA) and the 
Division of Revenue Act of South Africa, 2013 (Act No. 2 of 2013) (DoRA), and for such internal 
control as the accounting officer determines is necessary to enable the preparation of financial 
statements that are free from material misstatement, whether due to fraud or error. 

Audlfor-General’s responsibilify 

3. My responsibility is to express an opinion on the financial statements based on my audit. I 
conducted my audit in accordance with the Public Audit Act of South Africa, 2004 (Act No. 25 of 
2004) (PAA), the general notice issued in terms thereof and International Standards on 
Auditing. Those standards require that I comply with ethical requirements and plan and perform 
the audit to obtain reasonable assurance about whether the financial statements are free from 
material misstatement. 

4. An audit involves performing procedures to obtain audit evidence about the amounts and 
disclosures in the financial statements. The procedures selected depend on the auditor’s 
judgement, including the assessment of the risks of material misstatement of the financial 
statements, whether due to fraud or error. In making those risk assessments, the auditor 
considers internal control relevant to the municipality’s preparation and fair presentation of the 
financial statements in order to design audit procedures that are appropriate in the 
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the 
municipality’s internal control. An audit also includes evaluating the appropriateness of 
accounting policies used and the reasonableness of accounting estimates made by 
management, as well as evaluating the overall presentation of the financial statements. 

5. I believe that the audit evidence I have obtained is sufficient and appropriate to provide a basis 
for my audit opinion. 



Opinion 

6. In my opinion, the financial statements present fairly, in all material respects the financial 
position of the uMtshezi Municipality as at 30 June 2014, and its financiai 
cash flows for the year then ended in accordance with the SA Standards of GRAP and th 

requirements of the MFMA and DoRA. 


Emphasis of matters 

7. i draw, attention to the matters below. My opinion is not modified in respect of these matters. 


Significant uncertainties 

8 With reference to note 39 to the financial statements, the municipality is the defendant in a 
matter against a construction company for the amount of R2.76 million The ulhmate outcome 
of the matter cannot presently be determined and no provision for any liability that may result 
has been nriade in the financial statements. 

9 With reference to note 39 to the financial statements, the municipality entered into a tripartite 
agreement with the Department of Human Settlements to redevelop and renovate Khwezi 
Hostel The project has been under investigation since 201 1 by the Special Investigation Unit. 
The amount incurred to date is R29,25 million. The outcome of the matter is uncertain. 


Material impairment 

10. As disclosed in note 8 to the financial statements, the municipality provided for an impairment 
allowance of R38,76 million on consumer debtors, as the recoverability of these amounts were 

considered doubtful. 


Material underspending of the grants 

1 1 . As disclosed in note 1 5 to the financial statements, the municipality has materially underspent 
the budget on conditional grants to the amount of R 18,92 million. As a consequence, the 
municipality has not achieved its objectives of infrastructure development. 


Restatement of corresponding figures 

12. As disclosed in note 49 to the financial statements, the corresponding figures for property, plant 
and equipment and provisions at 30 June 201 3 have been restated as a result of an error 
discovered during 30 June 2014 in the financial statements of the uMtshezi Municipality at, and 
for the year ended, 30 June 2013. 


Additional matters 

1 3. 1 draw attention to the matters below. My opinion is not modified in respect of these matters 
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Unaudited supplementary schedules 

14. The supplementary information set out on pages XX to XX does not form part of the financial 
statements and is presented as additional information. I have not audited these schedules 
and, accordingly, I do not express an opinion thereon. 


Unaudited disclosure notes 

16. In terms of section 125(2)(e) of the MFMA the municipality is required to disclose particulars of 
non-compliance with the MFMA. This disclosure requirement did not form part of the audit of 
the financial statements and accordingly I do not express an opinion thereon 


REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS 

16. In accordance with the PAA and the general notice issued in terms thereof, I report the 
following findings on the reported performance information against predetermined objectives 
for the selected objectives presented in the annual performance report, non-compliance with 
legislation as well as internal control. The objective of my tests was to identify reportable 
findings as described under each subheading but not to gather evidence to express assurance 
on these matters. Accordingly, I do not express an opinion or conclusion on these matters. 


Predetermined objectives 

1 7. 1 performed procedures to obtain evidence about the usefulness and reliability of the reported 
performance information for the following selected objectives presented in the annual 
performance report of the municipality for the year ended 30 June 2014; 


Development objective A1-A8 

Development objective B1-B2 

Development objective B3-B5 

Development objective B6-B10 

Development objective B11-B12 

Development objective B13 

1 8. 1 evaluated the reported performance 
reliability. 


: Human resource development on pages x to x 

; Access to Electricity on pages x to x 

: Access to solid waste disposal services on pages x to x 

: Access to Roads on pages x to x 

: Community and public halls on pages x to x 

: Human settlements on pages x to x 

information against the overall criteria of usefulness and 


19. 1 evaluated the usefulness of the reported performance information to determine whether it was 
presented in accordance with the National T reasury's annual reporting principles and whether 
the reported performance was consistent with the planned objectives. VVe further performed 
tests to determine whether indicators and targets were well defined, verifiable, specific, 
measurable, time bound and relevant, as required by the National Treasury's Framework for 
managing programme performance information. 


20. 1 assessed the reliability of the reported performance information to determine whether it was 
valid, accurate and complete. 


21 . 1 did not raise any material findings on the usefulness and reliability of the reported 
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performance information for the seiected objectives. 


Additional matters 

22 Although no material findings concerning the usefulness and reliability of the performance 
■ information was identified in the annual performance report. I draw attention to the following 

matters. 


Achievement of planned targets 

23. Refer to the annual performance report on pages x to x and x to x for information on the 
achievement of the planned targets for the year. 

Material adjustments to the annual performance report 

24. 1 identified material misstatements in the annual performance report submitted for auditing on 
the reported performance information for the selected objectives. 

As management subsequently corrected the misstatements, I did not raise aiiy material 
findings on the usefulness and reliability of the reported performance information. 


Unaudited supplementary schedules 


25. The supplementary information set out on pages x to x does not form part of the annua 
performance report and is presented as additional information. I have not audited these 
schedules and, accordingly, I do not express a conclusion thereon. 


Compliance with legislation 

26. 1 performed procedures to obtain evidence that the municipality had complied with applicable 
legislation regarding financial matters, financial management and other related matters. My 
findings on material non-compliance with specific matters in key legislation as set out in the 
general notice issued in terms of the PAA are as follows: 


Procurement and contract management 

27 Goods and services with a transaction value of below R200 000 were procured without 
’ obtaining the required price quotations as required by SCM regulation 17(a) & (c). 

28 Awards were made to providers who are in the service of other state institutions or whose 
directors/ principal shareholders are in the service of other state institutions, in contravention of 
MFMA 1120) and SCM regulation 44. 


Annual financial statements 

29 The financial statements submitted for auditing were not prepared in all material respects in 
accordance with the requirements of section 122(1) of the MFMA. Material misstatements to 
property, plant and equipment, provisions, 

fruitless and wasteful expenditure identified by the auditors in the submitted financ 
statements were subsequently corrected, which resulted in the financial statements receiving 

an unqualified opinion. 


Expenditure management 

30. Money owed by the municipality was not aiways paid within 30 days, as required by section 65 
(2)(e) of the Municipal Finance Management Act 


31 . Reasonable steps were not taken to prevent irregular expenditure and fruitless and wasteful 
expenditure, as required by section 62(1)(d) of the MFMA. 


Internal control 


32 I considered internal control relevant to my audit of the financial statements, annual 

Srm?noo report and compliance with legislation. The matters reported below uncte 'te 
Ldamentals of internal control are limited to the significant deficiencies that resulted in the 
findings on compliance with legislation included in this report. 


Leadership 

33 The accounting officer did not exercise effective oversight responsibility regarding financial and 
lerformancrrepo t^g and compliance with procurement and expenditure management as well 
Stenal to vacancies In key posts and management not having the skill and 

knowledge of key legislative and accounting standards. 


Financial management 


34 Manaaement have failed to implement proper review and monitoring controls to ensure 

co^plerand accurate financiS and performance reporting. Adequate review and monitoring 
over supply chain management processes and expenditure management was also not 
undertaken. 


OTHER REPORTS 


Investigations 

35. The Special Investigations Unit is currently performing a forensic investigation 

the Department of Human Settlements which covers the period June 2010 to June 201 1 . The 
investigation was initiated based on an allegation of the possible misuse of funds allocated to 
the upgrade of the Khwezi Hostel. The investigation is still in progress. 


ctcbOf- 

Pietermaritzburg 


28 November 2014 



AUDITOR-OENHRAL 

SOUTH AFRICA 


Audiling lo build public confidence 


iMtshezi 


AUDIT ACTION PLAN TO ADDRESS 2013/2014 AUDIT FINDINGS 
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AUDITOR GENERALS OPINION 2014/2015 


Report of the auditor-general to the KwaZulu-Natal 
Provincial Legislature and the Council on Umtshezi 
Municipality 


Report on tlie financial statements 
Introduction 

1 . I have audited the financial statements of the Umtshezi Municipality set out on pages . . . 
to which comprise the appropriation statement, the statement of financial position as 
at 30 June 2015, the statement of financial performance, statement of changes in net 
assets, cash flow statement and the statement of comparison of budget information with 
actual information for the year then ended as well as the notes, comprising a summary of 
significant accounting policies and other explanatory information. 

Accounting officer’s responsibility for the financial statements 

2. The accounting officer is responsible for the preparation and fair presentation of the 
financial statements in accordance with the South African Standards of Generally 
Recognised Accounting Practice (SA Standards of GRAP) and the requirements of the 
Local Government: Municipal Finance Management Act of South Africa, 2003 (Act No. 

56 of 2003) (MFMA) and the Division of Revenue Act of South Africa, 2014 (Act No. 10 
of 2014) (DoRA), and for such internal control as the accounting officer determines is 
necessary to enable the preparation of financial statements that are free from material 
misstatement, whether due to fraud or error. 


Auditor-general’s responsibility 

3. My responsibility is to express an opinion on the financial statements based on my 
audit. I conducted my audit in accordance with International Standards on Auditing. 
Those standards require that I comply with ethical requirements, and plan and perform 
the audit to obtain reasonable assurance about whether the financial statements are 
free from material misstatement. 

4. An audit involves performing procedures to obtain audit evidence about the amounts 
and disclosures in the financial statements. The procedures selected depend on the 
auditor’s judgement, including the assessment of the risks of material misstatement of 
the financial statements, whether due to fraud or error. In making those risk 
assessments, the auditor considers internal control relevant to the municipality’s 
preparation and fair presentation of the financial statements in order to design audit 
procedures that are appropriate in the circumstances, but not for the purpose of 
expressing an opinion on the effectiveness of the municipality’s internal control. An audit 
also includes evaluating the appropriateness of accounting policies used and the 
reasonableness of accounting estimates made by management, as well as evaluating 
the overall presentation of the financial statements. 

5. I believe that the audit evidence I have obtained is sufficient and appropriate to provide 
a basis for my qualified audit opinion. 
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Basis for qualified opinion 

Property, plant and equipment - Land 

6. I was unable to obtain sufficient appropriate audit evidence in support of land owned by 
the municipality as the municipality did not implement adequate processes and 
procedures over the recording and management of land. I was unable to confirm 
ownership of land by alternative means. Consequently, I was unable to determine 
whether any adjustment to land and buildings stated at R 291 ,25 million in note 8 to the 
financial statements was necessary. 

Irregular expenditure 

7. The municipality made payments in contravention of the supply chain management 
requirements that were not included in irregular expenditure stated at R1,84 million in 
note 51 to the financial statements. I was not able to determine the full extent of the 
understatement of irregular expenditure, as it was impracticable to do so. 

Capital commitments 

8. I was unable to obtain sufficient appropriate audit evidence in support of capital 
commitments as the municipality did not implement adequate processes and procedures 
for the management of capital commitments. I was unable to confirm the capital 
commitments by alternative means. Consequently, I was unable to determine whether 
any adjustment to capital commitments stated at R61,37 million in note 41 to the 
financial statements was necessary. 


Payables 

9. I was unable to obtain sufficient appropriate audit evidence regarding leave pay accrual 
in the current year, due to the breakdown in controls over the management of leave 
records. I was unable to confirm the leave pay accrual by alternative means. 
Consequently, I was unable to determine whether any adjustment to leave pay accrual 
stated at R8,27 million in note 17 to the financial statements was necessary 

Government grants and subsidies 

10. 1 was unable to obtain sufficient appropriate audit evidence that management had 
properly charged and accounted for conditional grant expenditure and revenue for the 
current year, due to the breakdown in controls over the management of documentation in 
support of grant funding and expenditure. I was unable to confirm that revenue 
recognised and expenditure incurred was in accordance with the conditions of the grant 
by alternative means. Consequently, I was unable to determine whether any adjustment 
to revenue from government grants and subsidies stated at R1 03,24 million in note 28, 
government grant expenditure stated at R6,92 million, additions to infrastructure assets 
and work in progress stated at R 56,46 million in note 8 and the related unspent 
conditional grants and receipts stated at R2,45 million in note 20 to the financial 
statements was necessary. 
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Qualified opinion 

1 1 . In my opinion, except for the effects of the matters described in the basis for qualified 
opinion paragraphs, the financial statements present fairly, in all material respects, the 
financial position of the Umtshezi Municipality as at 30 June 2015 and its financial 
performance and cash flows for the year then ended, in accordance with the SA 
Standards of GRAP and the requirements of the MFMA and DoRA. 

Emphasis of maffers 

I draw attention to the matters below. 

Significant uncertainties 

12. With reference to note 39 to the financial statements, the municipality is the defendant in 
a matter against a construction company for the amount of R2,76 million. The ultimate 
outcome of the matter cannot presently be determined and no provision for any liability 
that may result has been made in the financial statements. 

13. With reference to note 39 to the financial statements, the municipality entered into a 
tripartite agreement with the Department of Human Settlements to redevelop and 
renovate Khwezi Hostel. The project has been under investigation since 201 1 by the 
Special Investigation Unit. The amount incurred to date is R29,25 million. The outcome 
of the matter is uncertain. 

Material impairment 

14. As disclosed in note 4 to the financial statements, the municipality provided for an 
impairment allowance of R46,67 million on consumer debtors, as the recoverability of 
these amounts were considered doubtful. 


Report on other legal and regulatory requirements 

15. In accordance with the Public Audit Act of South Africa, 2004 (Act No. 25 of 2004) 

(PAA) and the general notice issued in terms thereof, I have a responsibility to report 
findings on the reported performance information against predetermined objectives for 
selected development priorities presented in the annual performance report, compliance 
with legislation and internal control. The objective of my tests was to identify reportable 
findings as described under each subheading but not to gather evidence to express 
assurance on these matters. Accordingly, I do not express an opinion or conclusion on 
these matters. 


Predetermined objectives 

16. 1 performed procedures to obtain evidence about the usefulness and reliability of the 
reported performance information for the Development priority: Basic service delivery 
and infrastructure presented on pages x to x in the annual performance report of the 
municipality for the year ended 30 June 2015: 

17. 1 evaluated the reported performance information against the overall criteria of 
usefulness and reliability. 
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18. 1 evaluated the usefulness of the reported performance information to determine \A/hether 
it was presented in accordance with the National Treasury’s annual reporting principles 
and whether the reported performance was consistent with the planned development 
priorities. I further performed tests to determine whether indicators and targets were well 
defined, verifiable, specific, measurable, time bound and relevant, as required by the 
National Treasury’s Framework for managing programme performance information 
(FMPPI). 

19. 1 assessed the reliability of the reported performance information to determine whether it 
was valid, accurate and complete. 

20. The material findings in respect of the selected development priority are as follows: 

Basic Service Delivery and Infrastructure 
Usefulness of reported performance information 

Measurability of indicators and targets 


21. Performance targets should be specific in clearly identifying the nature and required level 
of performance as required by the FMPPI. A total of 31% of the targets were not specific. 

22. Performance targets should be measurable as required by the FMPPI. We could not 
measure the required performance for 31% of the targets. 

23. Performance indicators should be well-defined by having clear definitions so that data 
can be collected consistently and is easy to understand and use, as required by the 
FMPPI. A total of 25% of the indicators were not well-defined. 


Reliability of reported performance information 

24. The FMPPI requires municipalities to have appropriate systems to collect, collate, verify 
and store performance information to ensure valid, accurate and complete reporting of 
actual achievements against planned objectives, indicators and targets. Significantly 
important targets were not reliable when compared to the source information or evidence 
provided. This was due to a lack of standard operating procedures or documented 
system descriptions for the accurate recording of actual achievements and technical 
indicator descriptions for the accurate measurement, recording and monitoring of 
performance. 


Additional matter 

25. 1 draw attention to the following matter; 


Achievement of planned targets 


26. Refer to the annual performance report on pages x to x and x to x for information on the 
achievement of the planned targets for the year. This information should be considered 
in the context of the material findings on the usefulness and reliability of the reported 
performance information for the selected development priority reported in paragraphs 21 
to 24 of this report. 
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Unaudited supplementary schedules 

27. The supplementary information set out on pages XX to XX does not form part of the 
annual performance report and is presented as additional information. I have not audited 
these schedules and, accordingly, I do not report thereon. 

Compliance with legislation 

28. I performed procedures to obtain evidence that the municipality had complied with 
applicable legislation regarding financial matters, financial management and other 
related matters. My material findings on compliance with specific matters in key 
legislation, as set out in the general notice issued in terms of the PAA, are as follows 

Strategic planning and performance management 

29. The adopted integrated development plan (I DP) did not reflect and identify the key 
performance targets, as required by sections 26 and 41 of the MSA, as well as Municipal 
planning and performance management (MPPM) regulation 2(1) (c). 

30. Key performance indicators, including input, output and outcome indicators, in respect of 
each oHhe development priorities and objectives were not set out in the I DP, as required 
by section 41(1) (a) of the MSA and the Municipal planning and performance 
management regulation 1 and 9(1) (a). 


Annual financial statements, performance and annual reports 

31. The financial statements submitted for auditing were not prepared in all material respects 
in accordance with the requirements of section 122 of the Municipal Finance 
Management Act. Material misstatements of non-current assets and disclosure items 
identified by the auditors in the submitted financial statements were subsequently 
corrected and the supporting records were provided subsequently, but the uncorrected 
material misstatements and supporting records that could not be provided resulted in the 
financial statements receiving a qualified audit opinion. 

Procurement and contract management 

32. Goods and services with a transaction value of below R200 000 were procured without 
obtaining the required price quotations as required by SCM regulation 17(a) & (c). 

33. Quotations were accepted from prospective providers who are not registered on the list 
of accredited prospective providers and do not meet the listing requirements prescribed 
by the SCM policy in contravention of SCM regulation 16(b) and 17(b). 

34. Goods and services of a transaction value above R200 000 were procured without 
inviting competitive bids, as required by SCM regulation 19(a). Deviations were approved 
by the accounting officer even though it was not impractical to invite competitive bids, in 
contravention of SCM regulation 36(1). 

35. Awards were made to providers who are in the service of other state institutions or 
whose directors/ principal shareholders are in the service of other state institutions, in 
contravention of MFMA 1 1 2(j) and SCM regulations 44. 
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Expenditure management 

36. Money owed by the municipality was not always paid within 30 days, as required by 
section 65(2)(e) of the Municipal Finance Management Act. 

37. Reasonable steps were not taken to prevent unauthorised expenditure, irregular 
expenditure and fruitless and wasteful expenditure, as required by section 62(1 )(d) of 
the Municipal Finance Management Act. 

Conditional grants 

38. Sufficient appropriate audit evidence could not be obtained that the municipality's 
conditional grant allocation was not spent in accordance with the applicable grant 
framework, in contravention of section 17(1) of the Division of Revenue Act. 

Asset management 

39. An effective system of internal control for assets was not in place, as required by section 
63(2)(c) of the Municipal Finance Management Act. 

Consequence management 

40. Irregular and fruitless and wasteful expenditure incurred by the municipality was not 
investigated to determine if any person is liable for the expenditure, as required by 
section 32(2)(a)(ii) of the Municipal Finance Management Act. 


Internal control 


41. I considered internal control relevant to my audit of the financial statements, 
performance report and compliance with legislation. The matters reported below are 
limited to the significant internal control deficiencies that resulted in the basis for 
qualified opinion, the findings on the performance report and compliance with legislation 
included in this report. 

Leadership 

42. Leadership did not provide adequate oversight and monitoring resulting in a breakdown 
in internal controls in respect of performance management, asset management, 
procurement and contract management, conditional grant management, leave and 
contract management, to achieve reliable and credible financial and performance 
reporting. This was due to lack of commitment and competence of management in 
monitoring and addressing internal control deficiencies related to effective financial and 
performance reporting. 

Financial and performance management 

43. Management has not implemented a proper record keeping system to ensure that 
complete, relevant and accurate information is accessible and available to support 
procurement, commitments, conditional grants expenditure, ownership of land and 
performance reporting. 
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other reports 

Investigations 

44. The Special Investigations Unit is currently performing a forensic investigation at the 
request of the Department of Human Settlements which covers the period June 2010 to 
June 2011. The investigation was initiated based on an allegation of the possible misuse 
of funds allocated to the upgrade of the Khwezi Hostel. The investigation is still in 
progress 


Pietermaritzburg 
30 November 2015 



auditor-general 

SOUTH AFRICA 


Auditing to build public confidence 
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INTRODUCTION 


The Municipal Systems Act (MSA) of 2000, Section 38(a) mandates 
municipalities to establish performance management systems, and the 
Planning and Performance Management Regulations of 2001, describes the 
municipality’s performance management system as consisting of a framework 
fhaf articulafes and represents how the municipality’s cycle and processes of 
performance planning, monitoring, measurement, review, reporting and 
improvement will be conducted, organised and managed as well as to 
determine the roles of different stakeholders. 

The Municipal Systems Act of 2000, in ferms of section 46 (2), requires the 
municipalities to compile an Annual Performance Report that forms part of the 
Annual Report prepared in terms of the Municipal Finance Management Act. 
This Report therefore focuses on the Organisational Objectives, and the 
achievements thereof made by Umtshezi Municipality in the 2014/15 financial 
year. If also provides feedback on fhe forgets as set out in the approved 
Organisational Scorecard. 

The Municipal Organisational Scorecard was approved in May 2014. 


ORGANIZATIONAL SCORECARD 2014/2015 

Res. No. 

243.05.14 RESOLVED 


That the Organizational Scorecard for 2014/2015 Financial Year be adopted. 




KEY PERFORMANCE AREAS 


Umtshezi Municipality’s scorecard is aligned to the six (6) prescribed National 
Key Performance Area (KPA). 

1. Municipal Transformation and Organisational Development. 

This is to improve the Municipality and to ensure that it is running 
effectively with a full complement of staff. 

2. Basic Service Delivery and Infrastructure 

This is defined as the services that the Municipality provides to residents 
within their jurisdiction. 

3. Local Economic and Social Development 

This is defined as fhe approach to economic development. The 
municipality must find ways of developing and promoting their area of 
jurisdiction. 

4. Good Governance and Public Participation 

This is applied in order to enable good governance and sustainable 
service delivery through the role of ward committees. 

5. Financial Viability and Financial Management 

It is the ability to generate sufficient income to meet operating 
expenditure and debt commitments while maintain service delivery. It 
is basically being able to generate sufficient income to meet operating 
expenses. 

6. Cross Cutting Issues 

This is defined as economic and social imperafives that needs to be 
taken into account when planning, designing and implementing 
policies and programmes. 

There are 46 targets within the key performance areas as Illustrated below: 

KPA 



■ Municipal Transformation ■ Basic Services ri Local Economic Development 

■ Financial Viability ■ Cross Cutting ■ Good Governance 
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KEY PERFORMANCE INDICATORS 


Umtshezi Municipality is represented by five (5) departments which are: 

1. Municipal Manager 

The Municipal Manager is to provide an effective and efficient management 
control of Umtshezi Municipality as well as providing guidance and advice to 
the political structures, political office bearers and officials of the Municipality. 

2. Director: Corporate Services 

The Director Corporate Services is responsible for the human resources 
department, traffic department and all IT related functions. 

3. Director: Planning, Economic and Community Services (PECS) 

The Director: PECS is responsible for the planning and organising of functions 
as well as the smooth running of all departments that fall within his section. 

4. Chief Financial Officer (CFO) 

The CFO is administratively in charge of the budget and finance offices. The 
CFO must assist the Municipal Manager in the administration of the 
municipality's bank accounts and preparation and implementation of the 
municipality's budget. 

5. Director Technical Services 

The Director Technical Services is responsible for all the infrastructure of the 
Municipality as well as ensuring the departments within his section is efficient. 


Each department is assigned KPI's which are relevant to their work performance as 
illustrated below. 


KPI 



■ Municipal Manager 

■ Director: Corporate Services 
lii DirectonPECS 

■ CFO 

■ Director:Technical Services 
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HIGHLIGHTS OF ACTUAL PERFORMANCE 


Below is a chart that indicates whether targets were achieved or not achieved 
during the 2014/2015 financial year. 
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Director: Director: Municipality 

PECS Technical 

Services 


■ Targetss Allocated 

■ Targets Achieved 

u Targets Not Achieved 


From the chart above, it clearly iridicates that Umtshezi Municipality has met majority 
of their targets. 
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SERVICE PROVIDERS 


To address the requirements of Section 46( 1 )(a) of the Local Government: 
Municipal Systems Act, 2000 (Act No. 32 of 2000), the Municipality has 
reported on service providers performance on those projects where they 
contributed to the strategic objectives of the municipality. 

The performance of all service providers are also dealt with in terms of the 
provisions of section 1 16 of the Local Government: Municipal Finance 
Management Act, 2003 (Act No. 53 of 2003). 

The list of the service providers is attached in the Draft Annual Report. 
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CONCLUSION 


The Annual Performance Report for the 2014/2015 financial year was 
prepared as per S 46 1 (a) (b) and (c) of the Municipal Systems Act and 
Regulations 32 of 2000. 

It was tabled before the Audit Committee and will be forwarded to Council 
for approval before onward submission to the Auditor General. 
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AUDIT COMMITTEE REPORT 


We are pleased to present our Interim Audit Committee Report for the financial year 
ended 30 June 2015. 


AUDIT COMMITTEE MEMBERS AND AHENDANCE 

The audit committee consists of the members listed hereunder and are required to 
meet at least 4 times per year as per the approved terms of reference in its Audit 
Committee Charter. Meetings were held relating to the 201 4/15 financial year 
wherein both Financial and Performance matters were discussed. 


Name of Member 


Number of meetings attended 


Mr LB Van Der Merwe (Chairperson) 4 

Mr C Rautenbach 3 

Mr Z Zulu 4 


AUDIT COMMITTEE RESPONSIBILITY 

The audit committee reports that it has complied with its responsibilities arising from 
section 166(2) of the MFMA. 

The audit committee reports that it has adopted appropriate formal terms of 
reference as its audit committee charter, has regulated its affairs in compliance with 
this charter and has discharged its responsibilities as contained therein. 

THE EFFECTIVENESS OF INTERNAL CONTROL 


The system of internal controls applied by the municipality over financial and risk 
management is generally effective, efficient and transparent. In line with the MFMA and the 
King III Report on Corporate Governance requirements. Internal Audit provides the audit 
committee and management with assurance that the internal controls are appropriate and 
effective. This is achieved by means of the risk management process, as well as the 
identification of corrective actions and suggested enhancements to the controls and 
processes. 


INTERNAL AUDIT 

The audit committee is satisfied that the recently appointed internal audit function is 
operating effectively, however recommends that a more comprehensive review of 
the working papers file and all financial disclosures be underfaken with regard to the 
year end 30 June 2015 in good time before these statements are required to be 
tabled at the Audit Committee and Council, before being forwarded to the Office 
of the AG as required. The Internal Auditors were appointed late in the year as a 
result of an objection from one service provider. A risk assessment process was 
completed and the Internal Audit Charter and Audit Plan for 14/15 wad approved 
by the committee. Reports relating to the Risk Assessment (which was work-shopped 
with Management), Tender Management and PMS quarter 1 and 2 were completed 
and tabled to the committee. The balance of the Internal Audit Reports are 
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expected to be finalised by mid-August 15 and tabled at our 19 August 15 
committee meeting. 

PMS 

The committee has suggested and requested that internal audit complete the PMS 
quarter 3 and 4 as one project in order to save costs and expidite this project. Since 
management have been applying more timeous and stringent review of service 
providers, it is pleasing to note that caps pleasing to note that capital expenditure 
on MIG projects has really improved during 14/15. 

COMPLIANCE MATTERS 

The committee has noted an overall improvement included SCM matters (refer 
Internal Audit report) 

PRIOR YEAR 13/14 AG REPORT 

The committee recommends that MPAC continue to closely monitor management 
action plan for resolving all prior AG matters reported during July and August 15. 
MPAC's commitment and assistance is sincerely appreciated. 

PROPOSED MEETINGS JULY AND AUGUST 15. 

Our next meeting is confirmed for 31 July 15. We have requested management to 
finalise and table inter alia the undermentioned for our 1st review. 

4th quarter PMS report 

14/ 15 Capital Consolidated PMS Report. 

14/15 SCM and SP reports. 

Challenges on compilation of 14/15 APS 

Our August meeting has been agreed with management as 19 August 15 to review 

and assist with inter alia 

The final of the above reports 

Balance of 14/15 internal audit reports. 

Tabling of 14/15 final APS and working papers. 

This will allow a week for any corrections and it is proposed that the final 14/15 
annual report be tabled in Council on 26th August 15 prior to the documents been 
forwarded fo the Office of the AG. 

ACTING MM 

It is understood that since the MM has left our service an acting MM has been 
appointed. Council is reminded that in terms of legislation an acting MM may only 
serve for a 3 monfh period which may with the MEC's approval be extended up to 6 
months only. Other Municipalities who have has a similar challenge have then 
appointed other PIOD's to act after the 6 month period as needed to bridge the 
gap. 


FINAL AUDIT COMMITTEE REPORT 

Once the A-G has completed their audit process and the audit committee has 
reviewed their management report and draft audit report a final audit committee 
report will be drafted for tabling in Council and for inclusion in our 14/15 annual 
report by the end of November 15. 

APPRECIATION 

The committee would like to thank the team, MANGO, MPAC, EXCO and Council for 
their continued commitment and support. 


LB VAN DER MERWE 

Chairperson of the Audit Committee 

Date 07 July 2015, 


Tabled at Council Meeting on 29 July 2015 
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Umtshezi Local Municipality 

Annual Financial Statements for the year ended 30 June 2015 
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governance activities, which includes planning and promotion of 
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Umtshezi Local Municipality 

Annual Financial Statements for the year ended 30 June 2015 

Accounting Officer's Responsibilities and Approval 


The accounting officer is required by the Companies Act, 71 of 2008, to maintain adequate accounting records and Is 
responsible for the content and Integrity of the annual financial statements and related financial information Included In this 
report. It is the responsibility of the accounting officer to ensure that the annual financial statements fairly present the state of 
affairs of the municipality as at the end of the financial year and the results of Its operations and cash flows for the period then 
ended. The external auditors are engaged to express an independent opinion on the annual financial statements and v/ere 
given unrestricted access to ail financial records and related data. 


The annual financial statements have been prepared in accordance with (GRAP) including any interpretations, guidelines and 
directives issued by the Accounting Standards Board. 

The annual financial statements are based upon appropriate accounting policies consistently applied and supported by 
reasonable and prudent judgements and estimates. 

The accounting officer acknowledges that she is ultimately responsible for the system of internal financial control established 
by the municipality and places considerable Importance on maintaining a strong control environment. To enable the accounting 
officer to meet these responsibilities, the accounting officer sets standards for Internal control aimed at reducing the risk of 
error or deficit in a cost effective manner. The standards Include the proper delegation of responsibilities within a clearly 
defined framework, effective accounting procedures and adequate segregation of duties to ensure an acceptable level of risk. 
These controls are monitored throughout the municipality and all employees are required to maintain the highest ethical 
standards In ensuring the municipality's business Is conducted in a manner that in all reasonable circumstances is above 
reproach. The focus of risk management In the municipality is on identifying, assessing, managing and monitoring all known 
forms of risk across the municipality. While operating risk cannot be fully eliminated, the municipality endeavours to minimise it 
by ensuring that appropriate infrastructure, controls, systems and ethical behaviour are applied and managed within 
predetermined procedures and constraints. 

The accounting officer is of the opinion, based on the Information and explanations given by management, that the system of 
internal control provides reasonable assurance that the financial records may be relied on for the preparation of the annual 
financial statements. However, any system of internal financial control can provide only reasonable, and not absolute, 
assurance against material misstatement or deficit. 

The accounting officer has reviewed the municipality’s cash flow forecast for the year to 30 June 2016 and, in the light of this 
review and the current financial position, she Is satisfied that the municipality has or has access to adequate resources to 
continue in operational existence for the foreseeable future. 


The remuneration of the political office-bearers and councillors are within the upper limits as determined by the framework 
envisaged in_section 219 of the Constitution. 


Ith^gh the accouYing officer is primarily responsible for the financial affairs of the municipality, he is supported by the 
unicipality's auditors. 

The external auditore are responsible for auditing and reporting on the municipality's annual financial statements. The annual 
financial statements have been examined by the municipality's external auditors and their report is presented on page 6. 

The annual finani^al statements set out on pages 7 to 84, which have been prepared on the going concern basis, were 
approved byjthe accounting officer on 31 August 2015 and were signed on his behalf by: 





Officer 


Estcourt 


31 August 2015 
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Audit Committee Report 
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Report of the Auditor General 


To the of Umtshezi Local Municipality 
Report on the financial statements 

I have audited the accompanying annual financial statements of the Umtshezi Local Municipality which comprise the statement 
of financial position as at 30 June 2015, statement of financial performance, statement of changes in net assets and cash flow 
statement for the year then ended, and a summary of significant accounting policies and other explanatory notes, and the 
accounting officer’s report, as set out on pages 7 to 84. 


Auditor General of South Africa (Kwazulu-Natal) 
Mr J Soobramoney 


31 August 2015 
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Umtshezi Local Municipality 

Annual Financial Statements for the year ended 30 June 2015 

Accounting Officer's Report 


The accounting officer submits her report for the year ended 30 June 2015. 

1. Review of activities 
Main business and operations 

The municipality is engaged in in local governance activities, which includes planning and promotion of integrated 
development planning, land, economic and environmental development and supplying of the following services to the 
community; rates and general services - all types of services rendered by the municipality, excluding the following; housing 
services - supply housing to the community and Includes the rental of units owned by the municipality to public and staff; 
waste management services - the collection, disposal and purifying of waste, refuse and sewerage; and electricity services - 
electricity is purchased in bulk from ESKOM and distributed to the consumers by the municipality, and operates principally 
In South Africa. 

The operating results and state of affairs of the municipality are fully set out In the attached annual financial statements and 
do not in our opinion require any further comment. 

Net surplus of the municipality was R 8 630 253 (2014: surplus R 2 405 943). 

2. Going concern 

The annual financial statements have been prepared on the basis of accounting policies applicable to a going concern. This 
basis presumes that funds will be available to finance future operations and that the realisation of assets and settlement of 
liabilities, contingent obligations and commitments will occur in the ordinary course of business. 

The ability of the municipality to continue as a going concern is dependent on a number of factors. The most significant of 
these is that the accounting officer continue to procure funding for the ongoing operations for the municipality. 

3. Subsequent events 

The accounting officer is not aware of any matter or circumstance arising since the end of the financial year. 

4. Accounting policies 

The annual financial statements prepared in accordance with the prescribed Standards of Generally Recognised Accounting 
Practices (GRAP), including any interpretations of such Statements Issued by the Accounting Standards Board as the 
prescribed framework by National Treasury. 

5. Accounting Officer 

The accounting officer of the municipality during the year and to the date of this report Is as follows: 

Name 
DIadIa, EH 
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Umtshezi Local Municipality 

Annual Financial Statements for the year ended 30 June 2015 

statement of Financial Position as at 30 June 2015 

Figures In Rand Note(s) 2015 2014 

Restated* 


Assets 

Current Assets 

Cash and cash equivalents 

Consumer receivables from exchange transactions 

Other receivables from exchange transactions 

Receivables from non-exchange transactions 

VAT receivable 

Loans and receivables 

Investments 

Inventories 


Non-Current Assets 
Property, plant and equipment 
Intangible assets 
Flerltage assets 
Investments 

Total Assets 

Liabilities 

Current Liabilities 

Payables from exchange transactions 

Consumer deposits 

Finance lease obligation 

Unspent conditional grants and receipts 

Employee benefit obligation 

Provisions 

Current portion of long term loan 
Sundry loans 


Non-Current Liabilities 
Finance lease obligation 
Employee benefit obligation 
Long term loan 

Total Liabilities 
Net Assets 

Accumulated surplus 
Reserves 

Revaluation reserve 
Flousing operating account 

Total Net Assets 


3 

2 302 502 

7 349 068 

4 

13 108 108 

11 245 093 

5 

29 605 902 

29 605 902 

6 

57 529 862 

44 225 458 

7 

5 613 754 

16 082 644 

14 

473 433 

507 847 

11 

5 786 933 

31 575 987 

12 

2 547 219 

1 289 560 


116 967 713 

141 881 659 


8 

652 359 522 

645 527 571 

9 

214 298 

437 980 

10 

9 246 170 

8 244 763 

11 

33 063 

72 309 


661 853 053 

654 282 623 


778 820 766 

796 164182 


17 

45192 664 

40 074 958 

18 

3 078 663 

3 040 779 

19 

2 550 075 

3 032 408 

20 

2 450 470 

18 921 942 

13 

736 365 

1 103 000 

21 

21 934 247 

23 508 004 

22 

1 387 117 

366 635 

23 

733 660 

733 660 


78 063 261 

90 781 386 


19 

8 991 289 

11 307 202 

13 

22 116 635 

19 884 000 

22 

9 685 257 

8 103 043 


40 793 181 

39 294 245 


118 856 442 

130 075 631 


659 964 324 

666 088 551 


657 867 657 

664 993 291 

15 

1 001 407 


16 

1 095 260 

1 095 260 


659 964 324 

666 088 551 


See Note 45 
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Umtshezi Local Municipality 

Annual Financial Statements for the year ended 30 June 2015 

statement of Financial Performance 

Figures in Rand Note(s) 2015 2014 

Restated* 


Revenue 

Revenue from exchange transactions 
Service charges 
Rendering of services 
Interest received - investment 
Licences and permits 

Administration and management fees received 

Fees earned 

Commissions received 

Rental income 

Other Income 

Total revenue from exchange transactions 

Revenue from non-exchange transactions 

Taxation revenue 
Property rates 

Property rates - penalties imposed 

Transfer revenue 
Government grants and subsidies 
Fines, penalties and forfeits 

Total revenue from non-exchange transactions 
Total revenue 

Expenditure 
Employee related costs 
Remuneration of councillors 
Debt Impairment 
Depreciation and amortisation 
Infrastructure assets written off 
Finance costs 
Repairs and maintenance 
Bulk purchases 
Contracted services 
Grants and subsidies paid 
General expenses 
Operating lease rentals 
Loss on disposal of assets 

Total expenditure 

Operating deficit 
Actuarial gains/losses 

Deficit for the year 


25 

178 835 772 

175 220 102 


1 963 749 

2 136 653 

26 

2 573 293 

2 442 844 


5 691 779 

4 853 595 


70 745 

67 979 


27 372 

92 477 


- 

447 581 


330 321 

463 433 


1 573 000 

483 104 


191 066 031 

186 207 768 


27 

62 922 501 

60 174 153 

27 

9 242 403 

7 164 545 

28 

103 240 922 

71 951 607 


1 283 300 

62 090 


176 689 126 

139 352 395 

24 

367 755 157 

325 560163 


29 

(76 856 313) 

(75 337 674) 

30 

(5 501 463) 

(5 036 937) 

31 

(16 755 536) 

(14 452 108) 

32 

(47 673 178) 

(38 663 957) 


(5 442 752) 

- 

33 

(6 259 008) 

(1 660 258) 


(16 339 223) 

(10 340 564) 

34 

(143 811 396) 

(132 912 833) 

35 

(8 362 411) 

(2 991 315) 


(6 921 404) 

(6 142 844) 

36 

(36 918 647) 

(35 308 899) 

37 

(2 997 876) 

(4 120 768) 


(97 586) 

(407 063) 


(373 936 793) 

(6181 636) 
(944 000) 

(327 375 220) 
(1 815 057) 


(7 125 636) 

(1 815 057) 


See Note 45 
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Annual Financial Statements for the year ended 30 June 2015 


statement of Changes in Net Assets 


Figures in Rand 

Flousing 

Operating 

account 

Accumulated 

surplus 

Total net 
assets 

Balance at 01 July 2013 

1 095 260 

666 808 346 

667 903 606 

Changes In net assets 




Surplus/(dericit) for the year 

- 

(1 815 055) 

(1 815 055) 

Total changes 

- 

(1 815 055) 

(1 815 055) 

Restated* Balance at 01 July 2014 

1 095 260 

664 993 292 

666 088 552 

Changes in net assets 




Surplus/(deficit) for the year 

- 

(7 125 635) 

(7 125 635) 

Total changes 

- 

(7 125 635) 

(7 125 635) 

Balance at 30 June 2015 

1 095 260 

657 867 657 

659 964 324 

Note(s) 

16 




See Note 45 
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Cash Flow Statement 


Figures in Rand 

Note(s) 

2015 

2014 

Restated* 

Cash flows from operating activities 




Receipts 

Receipts from customers 


240 486 877 

225 370 290 

Grants 


79 848 046 

74 033 001 

Interest Income 


2 573 293 

2 442 844 

Other receipts 


322 908 216 

8 628 814 

310 474 949 

Payments 

Personnel costs 


(79 689 233) 

(76 153 613) 

Suppliers 


(189 994 856) 

(200 013 634) 

Finance costs 


(749 436) 

(34 855) 

Finance costs - finance leases 


(2 135 286) 

(272 568 811) 

(1 625 403) 

(277 827 505) 

Net cash flows from operating activities 

40 

50 339 405 

32 647 444 

Cash flows from investing activities 

Purchase of property, plant and equipment 

8 

(77 716 733) 

(45 706 564) 

Purchase of other Intangible assets 

9 

- 

(6 361) 

Proceeds from sale of financial assets 


25 862 714 

(4 042 265) 

Proceeds from the sale of property plant and equipment 


- 

407 071 

Net cash flows from investing activities 


(51 854 019) 

(49 348 119) 

Cash flows from financing activities 

Movement in long term loan 


2 602 696 

(1 188 060) 

Movement in other liability 


- 

(11) 

Decrease/ (Increase) in loans and receivables 


37 884 

46 795 

Finance lease 


(6 172 532) 

10 933 885 

Movement in deposits on sale of land 


- 

733 660 

Net cash flows from financing activities 


(3 531 952) 

10 526 269 

Net decrease in cash and cash equivalents 


(5 046 566) 

(6174 406) 

Cash and cash equivalents at the beginning of the year 


7 349 068 

13 523 474 

Cash and cash equivalents at the end of the year 

3 

2 302 502 

7 349 068 


See Note 45 
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Umtshezi Local Municipality 

Annual Financial Statements for the year ended 30 June 2015 


statement of Comparison of Budget and Actual Amounts 


Budget on Accrual Basis 


Approved 

Adjustments Final budget Actual 

Difference Reference 


budget 

amounts on 

between final 

Figures in Rand 


comparable 

budget and 


basis 

actual 


Statement of Financial Performance 
Revenue 


Revenue from exchange 
transactions 


Service charges 

196 414 757 

(17 000 000) 

179 414 757 

178 835 772 

(578 985) 

52 


Licences and permits 

5 440 000 

- 

5 440 000 

5 691 779 

251 779 



Rental income 

490 000 

(360 000) 

130 000 

330 321 

200 321 



Other income 

3 649 000 

5 799 

3 654 799 

1 671 117 

(1 983 682) 

52 


Interest received - investment 

4 123 000 

39 063 

4 162 063 

2 573 293 

(1 588 770) 

52 


Total revenue from exchange 
transactions 

210116 757 

(17 315138) 

192 801 619 

189102 282 

(3 699 337) 



Revenue from non-exchange 
transactions 








Taxation revenue 

Property rates 

54 206 294 


54 206 294 

62 922 501 

8 716 207 



Property rates - penalties 
imposed 

6 198 000 

3 855 958 

10 053 958 

9 242 403 

(811 555) 



Transfer revenue 








Government grants and 
subsidies 

74 393 000 

16 377 000 

90 770 000 

103 240 922 

12 470 922 



Fines, penalties and forfeits 

122 000 

(60 000) 

62 000 

1 283 300 

1 221 300 



Total revenue from non- 
exchange transactions 

134 919 294 

20 172 958 

155 092 252 

176 689126 

21 596 874 



Total revenue 

345 036 051 

2 857 820 

347 893 871 

365 791 408 

17 897 537 




Expenditure 


Employee related costs 

(67 945 570) 

- 

(67 945 570) 

(76 856 313) 

(8 910 743) 

52 

Remuneration of councillors 

(5 907 975) 

- 

(5 907 975) 

(5 501 463) 

406 512 


Depreciation and amortisation 

(37 030 000) 

- 

(37 030 000) 

(47 673 178) 

(10 643 178) 


Impairment loss/ Reversal of 

- 

- 

- 

(5 442 752) 

(5 442 752) 


Impairments 







Finance costs 

(1 392 484) 

(5 000 000) 

(6 392 484) 

(6 259 008) 

133 476 


Debt impairment 

(8 533 000) 

(4 375 000) 

(12 908 000) 

(16 755 536) 

(3 847 536) 

52 

Repairs and maintenance 

(11 856 177) 

(2 104 632) 

(13 960 809) 

(16 339 223) 

(2 378 414) 


Bulk purchases 

(148 988 000) 

8 000 000 

(140 988 000) 

(143 811 396) 

(2 823 396) 


Contracted services 

(10 906 092) 

20 000 

(10 886 092) 

(8 362 411) 

2 523 681 


Grants and subsidies paid 

(8 537 000) 

- 

(8 537 000) 

(6 921 404) 

1 615 596 


General expenses 

(34 092 872) 

(9 513 840) 

(43 606 712) 

(39 916 522) 

3 690190 

52 

Total expenditure 

(335 189 170) 

(12 973 472) 

(348 162 642) 

(373 839 206) 

(25 676 564) 


Operating deficit 

9 846 881 

(10 115 652) 

(268 771) 

(8 047 798) 

(7 779 027) 


Loss on disposal of assets and 

- 

- 

- 

(97 586) 

(97 586) 


liabilities 







Actuarial gains/losses 

- 

- 

- 

(944 000) 

(944 000) 



- 

- 

- 

(1 041 586) 

(1 041 586) 


Deficit before taxation 

9 846 881 

(10 115 652) 

(268 771) 

(9 089 384) 

(8 820 613) 
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Annual Financial Statements for the year ended 30 June 2015 


statement of Comparison of Budget and Actual Amounts 


Budget on Accrual Basis 

Figures in Rand 

Approved 

iDudget 

Adjustments 

Final budget 

Actual 
amounts on 
comparable 
basis 

Difference Reference 

between final 
budget and 
actual 

Actual Amount on Comparable 

9 846 881 

(10 115 652) 

(268 771) 

(9 089 384) 

(8 820 613) 


Basis as Presented in the 
Budget and Actual 
Comparative Statement 
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Annual Financial Statements for the year ended 30 June 2015 


statement of Comparison of Budget and Actual Amounts 


Budget on Accrual Basis 


Approved 

Adjustments Final budget Actual 

Difference Reference 


budget 

amounts on 

between final 

Figures in Rand 


comparable 

budget and 


basis 

actual 


Statement of Financial Position 
Assets 


Current Assets 


Inventories 

- 

1 109 037 

1 109 037 

2 547 219 

1 438 182 

Loans to shareholders 

- 

507 847 

507 847 

473 433 

(34 414) 

Investments 

- 

- 

- 

5 786 933 

5 786 933 

Other receivables from exchange 
transactions 

- 

29 543 811 

29 543 811 

29 605 901 

62 090 

Receivables from non-exchange 
transactions 

- 

33 930 614 

33 930 614 

57 529 862 

23 599 248 

VAT receivable 

- 

16 726 878 

16 726 878 

5 613 754 

(11 113124) 

Consumer receivables 

- 

23 168 939 

23 168 939 

13 108 109 

(10 060 830) 

Cash and cash equivalents 

- 

7 349 068 

7 349 068 

2 302 502 

(5 046 566) 


- 

112 336 194 

112 336 194 

116 967 713 

4 631 519 

Non-Current Assets 

Property, plant and equipment 

33 573 240 

92 515 185 

126 088 425 

652 359 522 

526 271 097 

Intangible assets 

- 

- 

- 

214 297 

214 297 

Heritage assets 

- 

- 

- 

9 246 170 

9 246170 

Investments 

- 

- 

- 

33 063 

33 063 


33 573 240 

92 515 185 

126 088 425 

661 853 052 

535 764 627 

Total Assets 

33 573 240 

204 851 379 

238 424 619 

778 820 765 

540 396 146 

Liabilities 






Current Liabilities 

Finance lease obligation 




2 550 075 

2 550 075 

Payables from exchange 
transactions 

- 

30 219 686 

30 219 686 

12 060 252 

(18 159 434) 

Consumer deposits 

- 

3 040 779 

3 040 779 

3 078 663 

37 884 

Employee benefit obligation 

- 

4 060 941 

4 060 941 

736 365 

(3 324 576) 

Unspent conditional grants and 
receipts 

- 

- 


2 450 470 

2 450 470 

Provisions 

- 

- 

- 

21 934 247 

21 934 247 

Current portion of long term loan 

- 

- 

- 

1 387 117 

1 387 117 

Sundry loans 

- 

- 

- 

733 660 

733 660 


- 

37 321 406 

37 321 406 

44 930 849 

7 609 443 

Non-Current Liabilities 

Finance lease obligation 




8 991 289 

8 991 289 

Employee benefit obligation 

- 

4 060 941 

4 060 941 

22 116 635 

18 055 694 

Long term loan 

- 

201 950 

201 950 

9 685 257 

9 483 307 


- 

4 262 891 

4 262 891 

40 793181 

36 530 290 

Total Liabilities 

- 

41 584 297 

41 584 297 

85 724 030 

44 139 733 

Net Assets 

33 573 240 

163 267 082 

196 840 322 

693 096 735 

496 256 413 
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Annual Financial Statements for the year ended 30 June 2015 


statement of Comparison of Budget and Actuai Amounts 


Budget on Accrual Basis 


Approved 

Adjustments Final budget Actual 

Difference Reference 


budget 

amounts on 

between final 

Figures In Rand 


comparable 

budget and 


basis 

actual 


Net Assets 

Net Assets Attributable to 
Owners of Controlling Entity 

Reserves 

Revaluation reserve 
Housing Operating account 
Accumulated surplus 

Total Net Assets 


1 001 407 1 001 407 

1 095 260 1 095 260 

8 135 979 (83 599 170) (75 463 191) 659 122 155 734 585 346 

8 135 979 (83 599 170) (75 463 191) 661 218 822 736 682 013 
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Umtshezi Local Municipality 

Annual Financial Statements for the year ended 30 June 2015 

Accounting Policies 


1 . Presentation of Annual Financial Statements 

The annual financial statements have been prepared in accordance with the Standards of Generally Recognised Accounting 
Practice (GRAP), including any interpretations, guidelines and directives, issued by the Accounting Standards Board in 
accordance with Section 122(3) of the Companies Act, 71 of 2008. 

These annual financial statements have been prepared on an accrual basis of accounting and are in accordance with the 
historical cost convention as the basis of measurement, unless specified otherwise. They are presented in South African Rand. 
All figures have been rounded to the nearest Rand. 

Assets, liabilities, revenues and expenses were not offset, except where offsetting is either required or permitted bv a Standard 
of GRAP. 

A summary of the significant accounting policies are disclosed below. 

These accounting policies are consistent with the previous period. 

1.1 Going concern assumption 

These annual financial statements have been prepared based on the expectation that the municipality will continue to 
operate as a going concern for at least the next 12 months. 

1 .2 Significant judgements and sources of estimation uncertainty 

In preparing the annual financial statements, management is required to make estimates and assumptions that affect the 
amounts represented in the annual financial statements and related disclosures. Use of available information and the 
application of judgement is inherent in the formation of estimates. Actual results in the future could differ from these estimates 
which may be material to the annual financial statements. Significant judgements Include: 

Receivables 

The municipality assesses its receivables for impairment at the end of each reporting period. In determining whether an 
impairment loss should be recorded in surplus or deficit, the municipality makes judgements as to whether there is observable 
data Indicating a measurable decrease in the estimated future cash flows from a financial asset. 

The impairment for receivables Is calculated on a portfolio basis, based on historical loss ratios, adjusted for national and 
industry-specific economic conditions and other Indicators present at the reporting date that correlate with defaults on the 
portfolio. These annual loss ratios are applied to balances In the portfolio and scaled to the estimated loss emergence period. 

Impairment testing 

The recoverable (service) amounts of cash-generating units and individual assets have been determined based on the higher 
of value-in-use calculations and fair values less costs to sell. These calculations require the use of estimates and assumptions. 
It is reasonably possible that the assumptions may change which may then impact our estimations and may then require a 
material adjustment to the carrying value of tangible assets. 

Value in use of cash generating assets: 

The municipality reviews and tests the carrying value of assets vjhen events or changes in circumstances suggest that the 
carrying amount may not be recoverable. Assets are grouped at the lowest level for which identifiable cash flows are largely 
independent of cash flows of other assets and liabilities. If there are indications that Impairment may have occurred, estimates 
are prepared of expected future cash flov/s for each group of assets. Expected future cash flows used to determine the value in 
use of tangible assets are inherently uncertain and could materially change over time. They are significantly affected by a 
number of factors including economic factors such as inflation and interest. 

Value in use of non-cash generating assets: 

The municipality reviews and tests the carrying value of assets v/hen events or changes in circumstances suggest that the 
carrying amount may not be recoverable. If there are indications that impairment may have occurred, the remaining service 
potential of the asset is determined. The most appropriate approach selected to determine the remaining service potential is 
dependent on the availability of data and the nature of the impairment. 
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Umtshezi Local Municipality 

Annual Financial Statements for the year ended 30 June 2015 

Accounting Policies 


1 .2 Significant judgements and sources of estimation uncertainty (continued) 

Provisions 

Provisions were raised and management determined an estimate based on the information available. Additional disclosure of 
these estimates of provisions are included in note 21 Provisions. 

Useful lives of property, plant and equipment and other assets 

The municipality's management determines the estimated useful lives and related depreciation charges for property, plant and 
equipment and other assets. This estimate Is based on industry norm. This estimate is based on the pattern in which an asset's 
future economic benefits or service potential are expected to be consumed by the municipality. 

Post employment benefits 

The present value of the post employment obligation depends on a number of factors that are determined on an actuarial basis 
using a number of assumptions. The assumptions used in determining the net cost (income) include the discount rate. Any 
changes in these assumptions will impact on the carrying amount of post retirement obligations. 

The municipality determines the appropriate discount rate at the end of each year. This is the interest rate that should be used 
to determine the present value of estimated future cash outflows expected to be required to settle the pension obligations. The 
most appropriate discount rate that reflects the time value of money is with reference to market yields at the reporting date on 
government bonds. Where there is no deep market In government bonds with a sufficiently long maturity to match the 
estimated maturity of all the benefit payments, the municipality uses current market rates of the appropriate term to discount 
shorter term payments, and estimates the discount rate for longer maturities by extrapolating current market rates along the 
yield curve. 

Other key assumptions for pension obligations are based on current market conditions. Additional Information is disclosed in 
note 13. 

Effective Interest rate 

The municipality uses the government bond rate to discount future cash flows. 

Allowance for impairment 

For receivables an Impairment loss is recognised in surplus and deficit when there is objective evidence that it Is impaired. The 
impairment is measured as the difference between the receivables carrying amount and the present value of estimated future 
cash flows discounted at the effective Interest rate, computed at initial recognition. 

1.3 Property, plant and equipment 

Property, plant and equipment are tangible non-current assets (including infrastructure assets) that are held for use in the 
production or supply of goods or services, rental to others, or for administrative purposes, and are expected to be used during 
more than one reporting period. 

The cost of an item of property, plant and equipment is recognised as an asset when: 

• it is probable that future economic benefits or service potential associated with the item will flow to the 
municipality; and 

• the cost or fair value of the Item can be measured reliably. 

Property, plant and equipment are initially recognised at cost. 

The cost of an item of property, plant and equipment is the purchase price and other costs attributable to bring the asset to the 
location and condition necessary for it to be capable of operating in the manner intended by management. Trade discounts and 
rebates are deducted in arriving at the cost. 

Where an asset is acquired at no cost, or for a nominal cost, its cost is its fair value as at date of acquisition. 

Where an item of property, plant and equipment is acquired In exchange for a non-monetary asset or monetary assets, or a 
combination of monetary and non-monetary assets, the asset acquired Is Initially measured at fair value (the cost), unless the 
fair value of neither the asset received nor the asset given up is reliably measurable. If the acquired item is not measured at fair 
value, it's cost is measured at the carrying amount of the asset given up. 
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Umtshezi Local Municipality 

Annual Financial Statements for the year ended 30 June 2015 

Accounting Policies 


1 .3 Property, plant and equipment (continued) 

When significant components of an Item of property, plant and equipment have different useful lives, they are accounted for as 
separate items (major components) of property, plant and equipment. 

Costs include costs incurred initially to acquire or construct an item of property, plant and equipment and costs incurred 
subsequently to add to, replace part of, or service it. If a replacement cost Is recognised in the carrying amount of an Item of 
property, plant and equipment, the carrying amount of the replaced part Is derecognised. 

The initial estimate of the costs of dismantling and removing the item and restoring the site on which it Is located is also 
included in the cost of property, plant and equipment, where the municipality is obligated to Incur such expenditure, and where 
the obligation arises as a result of acquiring the asset or using It for purposes other than the production of Inventories. 

Recognition of costs In the carrying amount of an item of property, plant and equipment ceases when the item is in the location 
and condition necessary for it to be capable of operating in the manner intended by management. 

Major spare parts and stand by equipment which are expected to be used for more than one period are Included in property, 
plant and equipment. In addition, spare parts and stand by equipment which can only be used in connection with an item of 
property, plant and equipment are accounted for as property, plant and equipment. 

Major inspection costs which are a condition of continuing use of an item of property, plant and equipment and which meet the 
recognition criteria above are Included as a replacement in the cost of the item of property, plant and equipment. Any remaining 
inspection costs from the previous inspection are derecognised. 

Subsequent to initial measurement property, plant and equipment are carried at cost less accumulated depreciation and any 
impairment losses. 

Property, plant and equipment are depreciated on a straight line basis over their expected useful lives to their estimated 
residual value. 

The useful lives of items of property, plant and equipment have been assessed as follows: 


Item 

Buildings 


Average useful life 


• Property and permanent fixtures 
Finance leased assets 
Motor vehicles 

Office equipment and furniture 
Plant and machinery 


4-53 years 


5 years 
7 years 
7 years 
10 years 


The residual value, useful life and depreciation method of each asset are reviewed at the end of each reporting date. If the 
expectations differ from previous estimates, the change Is accounted for as a change in accounting estimate. 

Reviewing the useful life of an asset on an annual basis does not require the municipality to amend the previous estimate; 
unless expectations differ from the previous estimate. 

Each part of an item of property, plant and equipment with a cost that Is significant In relation to the total cost of the Item Is 
depreciated separately. 

The depreciation charge for each period Is recognised in surplus or deficit; unless It Is included in the carrying amount of 
another asset. 

Items of property, plant and equipment are derecognised when the asset Is disposed of or when there are no further economic 
benefits or service potential expected from the use of the asset. 

The gain or loss arising from the derecognition of an item of property, plant and equipment is determined as the difference 
between the net disposal proceeds. If any, and the carrying amount of the Item. Such a difference is recognised in surplus or 
deficit when the Item Is derecognised. 

Compensation from third parties for an item of property, plant and equipment that was impaired, lost or given up is recognised 
in surplus or deficit when the compensation becomes receivable. 
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1.4 Site restoration and dismantling cost 

The municipality has an obligation to dismantle, remove and restore Items of property, plant and equipment. Such 
obligations are referred to as ‘decommissioning, restoration and similar liabilities’. The cost of an item of property, plant and 
equipment Includes the initial estimate of the costs of dismantling and removing the item and restoring the site on which it is 
located, the obligation for which the municipality incurs either when the item Is acquired or as a consequence of having 
used the item during a particular period for purposes other than to produce inventories during that period. 

The related asset Is measured using the cost model: 

(a) subject to (b), changes in the liability are added to, or deducted from, the cost of the related asset In the current 
period; 

(b) if a decrease in the liability exceeds the carrying amount of the asset, the excess is recognised immediately in 
surplus or deficit; and 

(c) if the adjustment results in an addition to the cost of an asset, the municipality considers whether this Is an 
Indication that the new carrying amount of the asset may not be fully recoverable. If It Is such an indication, the 
asset is tested for impairment by estimating its recoverable amount or recoverable service amount, and any 
Impairment loss is recognised In accordance with the accounting policy on impairment of cash-generating assets 
and/or Impairment of non-cash-generating assets. 

1.5 Intangible assets 

An asset is identifiable if it either: 

• is separable, i.e. is capable of being separated or divided from the municipality and sold, transferred, licensed, 
rented or exchanged, either Individually or together with a related contract, identifiable assets or liability, 
regardless of whether the municipality intends to do so; or 

• arises from binding arrangements (Including rights from contracts), regardless of whether those rights are 
transferable or separable from the municipality or from other rights and obligations. 

A binding arrangement describes an arrangement that confers similar rights and obligations on the parties to it as If It were in 
the form of a contract. 

An intangible asset is recognised when: 

• it is probable that the expected future economic benefits or service potential that are attributable to the asset will 
flow to the municipality; and 

• the cost or fair value can be measured reliably. 

The municipality assesses the probability of expected future economic benefits or service potential using reasonable and 
supportable assumptions that represent management’s best estimate of the set of economic conditions that will exist over the 
useful life of the asset. 

Intangible assets are initially recognised at cost. 

Where an Intangible asset is acquired at no cost, or for a nominal cost, its cost is its fair value as at the date of acquisition. 
Expenditure on research (or on the research phase of an internal project) is recognised as an expense when it Is Incurred. 

An intangible asset arising from development (or from the development phase of an internal project) is recognised when: 

• it is technically feasible to complete the asset so that it will be available for use or sale; 

• there is an intention to complete and use or sell it; 

• there is an ability to use or sell it; 

• It will generate probable future economic benefits or service potential; 

• there are available technical, financial and other resources to complete the development and to use or sell the 
asset; and 

• the expenditure attributable to the asset during Its development can be measured reliably. 

Subsequent to initial measurement intangible assets are carried at cost less any accumulated amortisation and any 
impairment losses. 

An intangible asset Is regarded as having an indefinite useful life when, based on ail relevant factors, there is no foreseeable 
limit to the period over which the asset Is expected to generate net cash inflows or service potential. Amortisation is not 
provided for these intangible assets, but they are tested for impairment annually and whenever there Is an Indication that the 
asset may be impaired. 


23 - 18 January 2016 - 08:59 AM 


Umtshezi Local Municipality 

Annual Financial Statements for the year ended 30 June 2015 

Accounting Policies 


1 .5 Intangible assets (continued) 

The amortisation period and the amortisation method for intangible assets are reviewed at each reporting date. 

Reassessing the useful life of an intangible asset with a finite useful life after it was classified as indefinite is an indicator that 
the asset may be impaired. As a result the asset is tested for impairment and the remaining carrying amount is amortised over 
its useful life. 

Internally generated brands, mastheads, publishing titles, customer lists and Items similar in substance are not recognised as 
intangible assets. 

Amortisation Is provided to write down the intangible assets, on a straight line basis to their estimated residual values as 
follows: 

Item Useful life 

Computer software 5 years 

Intangible assets are derecognised: 

• on disposal; or 

• when no future economic benefits or service potential are expected from its use or disposal. 

The gain or loss arising from the derecognition of an Intangible asset is determined as the difference between the net disposal 
proceeds, if any, and the carrying amount of the intangible asset. Such a difference is recognised in surplus or deficit when the 
Intangible asset is derecognised. 

1.6 Heritage assets 

Heritage assets are assets that have a cultural, environmental, historical, natural, scientific, technological or artistic significance 
and are held indefinitely for the benefit of present and future generations. 

Recognition 

The municipality recognises a heritage asset as an asset v/hen it is probable that future economic benefits or service potential 
associated with the asset will flow to the municipality, and the cost or fair value can be measured reliably. 

Where the municipality holds a heritage asset, but on initial recognition It does not meet the recognition criteria because it 
cannot be reliably measured, information on such a heritage asset is disclosed in note 10 Heritage assets. 

Initial measurement 

Heritage assets are initially recognised cost. 

Where a heritage asset Is acquired at no cost, or for a nominal cost, its cost is its fair value as at the date of acquisition. 
Subsequent measurement 

Subsequent to initial measurement heritage assets are carried at cost less any accumulated impairment losses. 

Impairment 

The municipality assesses at each reporting date whether there is an indication that a heritage asset may be Impaired. If any 
such Indication exists, the municipality estimates the recoverable amount or the recoverable service amount of the heritage 
asset. 

Transfers 

Transfers from heritage assets are only made when the particular asset no longer meets the definition of a heritage asset. 
Transfers to heritage assets are only made when the asset meets the definition of a heritage asset. 
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1.6 Heritage assets (continued) 

Derecognition 

Heritage assets are derecognised on disposal, or when no future economic benefits or service potential are expected from its 
use or disposal. 

The gain or loss arising from the derecognition of a heritage asset is determined as the difference between the net disposal 
proceeds, if any, and the carrying amount of the heritage asset. Such a difference is recognised in surplus or deficit when the 
heritage asset Is derecognised. 

1.7 Financial instruments 

A financial instrument is any contract that gives rise to a financial asset of one entity and a financial liability or a residual 
interest of another entity. 

Classification 


The municipality has the following types of financial assets (classes and category) as reflected on the face of the statement of 
financial position or in the notes thereto: 


^l3ss Category 

Receivables from exchange transactions Financial asset measured at amortised cost 

Receivables from non-exchange transactions Financial asset measured at amortised cost 

Cash and cash equivalents Financial asset measured at amortised cost 

The municipality has the following types of financial liabilities (classes and category) as reflected on the face of the statement 

of financial position or In the notes thereto: 


Class 

Payables from exchange transactions 
Finance lease obligation 
Bank overdraft 


Category 

Financial liability measured at amortised cost 
Financial liability measured at amortised cost 
Financial liability measured at amortised cost 


Initial recognition 

The municipality recognises a financial asset or a financial liability in Its statement of financial position when the municipality 
becomes a party to the contractual provisions of the instrument. 


The municipality recognises financial assets using trade date accounting. 
Initial measurement of financial assets and financial liabilities 


The municipality measures a financial asset and financial liability, other than those subsequently measures at fair value, 
initially at its fair value plus transaction costs that are directly attributable to the acquisition or issue of the financial asset or 
financial liability. 

The municipality measures all other financial assets and financial llabililtes initially at fair value. 

The municipality first assesses whether the substance of a concessionary loan Is in fact a loan. On initial recognition, the 
municipality analyses a concessionary loan into its component parts and accounts for each component separately. The 
municipality accounts for that part of a concessionary loan that is: 

• a social benefit in accordance with the Framework for the Preparation and Presentation of Financial Statements, 
where it Is the issuer of the loan; or 

• non-exchange revenue, in accordance with the Standard of GRAP on Revenue from Non-exchange Transactions 
(Taxes and Transfers), where it is the recipient of the loan. 
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1.7 Financial instruments (continued) 

Subsequent measurement of financial assets and financial liabilities 

The municipality measures all financial assets and financial liabilities after initial recognition using the following categories: 

• Financial Instruments at fair value. 

• Financial instruments at amortised cost. 

• Financial instruments at cost. 

All financial assets measured at amortised cost, or cost, are subject to an impairment review. 

The amortised cost of a financial asset or financial liability is the amount at which the financial asset or financial liability is 
measured at initial recognition minus principal repayments, plus or minus the cumulative amortisation using the effective 
Interest method of any difference between that Initial amount and the maturity amount, and minus any reduction (directly or 
through the use of an allowance account) for impairment or uncollectibility in the case of a financial asset. 

Fair value measurement considerations 

The best evidence of fair value is quoted prices In an active market. If the market for a financial instrument is not active, the 
municipality establishes fair value by using a valuation technique. The objective of using a valuation technique Is to establish 
what the transaction price would have been on the measurement date in an arm's length exchange motivated by normal 
operating considerations. Valuation techniques include using recent arm’s length market transactions betVi/een knowledgeable, 
willing parties. If available, reference to the current fair value of another instrument that Is substantially the same, discounted 
cash flow analysis and option pricing models. If there is a valuation technique commonly used by market participants to price 
the instrument and that technique has been demonstrated to provide reliable estimates of prices obtained in actual market 
transactions, the municipality uses that technique. The chosen valuation technique makes maximum use of market inputs and 
relies as little as possible on municipality-specific inputs. It incorporates all factors that market participants v/ould consider in 
setting a price and is consistent with accepted economic methodologies for pricing financial Instruments. Periodically, the 
municipality calibrates the valuation technique and tests it for validity using prices from any observable current market 
transactions in the same instrument (i.e. without modification or repackaging) or based on any available observable market 
data. 

Short-term receivables and payables are not discounted where the initial credit period granted or received is consistent with 
terms used in the public sector, either through established practices or legislation. 

Gains and losses 

A gain or loss arising from a change in the fair value of a financial asset or financial liability measured at fair value Is 
recognised In surplus or deficit. 

For financial assets and financial liabilities measured at amortised cost or cost, a gain or loss Is recognised in surplus or deficit 
v/hen the financial asset or financial liability is derecognised or Impaired, or through the amortisation process. 

Impairment and uncollectibility of financial assets 

The municipality assesses at the end of each reporting period whether there is any objective evidence that a financial asset or 
group of financial assets is Impaired. 

For amounts due to the municipality, significant financial difficulties of the receivable, probability that the receivable will enter 
bankruptcy and default of payments are all considered indicators of impairment. 

Financial assets measured at amortised cost: 

If there is objective evidence that an impairment loss on financial assets measured at amortised cost has been incurred, the 
amount of the loss is measured as the difference between the asset’s carrying amount and the present value of estimated 
future cash flows (excluding future credit losses that have not been incurred) discounted at the financial asset’s original 
effective interest rate. The carrying amount of the asset is reduced through the use of an allowance account. The amount of the 
loss is recognised in surplus or deficit. 
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1.7 Financial Instruments (continued) 

If, in a subsequent period, the amount of the Impairment loss decreases and the decrease can be related objectively to an 
event occurring after the Impairment was recognised, the previously recognised impairment loss Is reversed by adjusting an 
allowance account. The reversal does not result in a carrying amount of the financial asset that exceeds what the amortised 
cost would have been had the impairment not been recognised at the date the impairment is reversed. The amount of the 
reversal is recognised In surplus or deficit. 

Where financial assets are impaired through the use of an allowance account, the amount of the loss is recognised in surplus 
or deficit within operating expenses. When such financial assets are written off. the write off is made against the relevant 
allowance account. Subsequent recoveries of amounts previously written off are credited against operating expenses. 

Financial assets measured at cost: 

If there Is objective evidence that an impairment loss has been incurred on an investment In a residual interest that is not 
measured at fair value because its fair value cannot be measured reliably, the amount of the Impairment loss is measured as 
the difference betv/een the carrying amount of the financial asset and the present value of estimated future cash flows 
discounted at the current market rate of return for a similar financial asset. Such impairment losses are not reversed. 

Derecognition 

Financial assets 

The municipality derecognises financial assets using trade date accounting. 

The municipality derecognises a financial asset only when: 

• the contractual rights to the cash flows from the financial asset expire, are settled or v/aived; 

• the municipality transfers to another party substantially all of the risks and rewards of ownership of the financial 
asset; or 

• the municipality, despite having retained some significant risks and rev/ards of ownership of the financial asset, has 
transferred control of the asset to another party and the other party has the practical ability to sell the asset In its 
entirety to an unrelated third party, and is able to exercise that ability unilaterally and without needing to impose 
additional restrictions on the transfer. In this case, the municipality: 

derecognises the asset; and 

recognises separately any rights and obligations created or retained In the transfer. 

The carrying amount of the transferred asset Is allocated between the rights or obligations retained and those transferred on 
the basis of their relative fair values at the transfer date. Newly created rights and obligations are measured at their fair values 
at that date. Any difference beKveen the consideration received and the amounts recognised and derecognised Is recognised 
In surplus or deficit in the period of the transfer. 

On derecognition of a financial asset in its entirety, the difference between the carrying amount and the sum of the 
consideration received Is recognised in surplus or deficit. 

Financial liabilities 

The municipality removes a financial liability (or a part of a financial liability) from its statement of financial position when It is 
extinguished - i.e. v;hen the obligation specified in the contract is discharged, cancelled, expires or waived. 

An exchange between an existing borrower and lender of debt Instruments with substantially different terms is accounted for as 
having extinguished the original financial liability and a new financial liability is recognised. Similarly, a substantial modification 
of the terms of an existing financial liability or a part of it Is accounted for as having extinguished the original financial liability 
and having recognised a new financial liability. 

The difference between the carrying amount of a financial liability (or part of a financial liability) extinguished or transferred to 
another party and the consideration paid. Including any non-cash assets transferred or liabilities assumed, is recognised in 
surplus or deficit. Any liabilities that are waived, forgiven or assumed by another entity by way of a non-exchange transaction 
are accounted for in accordance with the Standard of GRAP on Revenue from Non-exchange Transactions (Taxes and 
Transfers). 


27 - 18 January 2016 - 08:59 AM 


Umtshezi Local Municipality 

Annual Financial Statements for the year ended 30 June 2015 

Accounting Policies 


1.8 Leases 

A lease Is classified as a finance lease if it transfers substantially all the risks and rewards Incidental to ownership. A lease is 
classified as an operating lease if it does not transfer substantially all the risks and rewards incidental to ownership. 

When a lease includes both land and building elements, the municipality assesses the classification of each element 
separately. 

Finance leases - lessee 

Finance leases are recognised as assets and liabilities in the statement of financial position at amounts equal to the fair value 
of the leased property or, If lower, the present value of the minimum lease payments. The corresponding liability to the lessor is 
included In the statement of financial position as a finance lease obligation. 

The discount rate used In calculating the present value of the minimum lease payments is the municipality's Incremental 
borrowing rate. 

Minimum lease payments are apportioned betv/een the finance charge and reduction of the outstanding liability. The finance 
charge is allocated to each period during the lease term so as to produce a constant periodic rate of on the remaining balance 
of the liability. 

Any contingent rents are recognised separately as an expense in the period In which they are Incurred. 

Operating leases - lessee 

Operating lease payments are recognised as an expense on a straight-line basis over the lease term. The difference between 
the amounts recognised as an expense and the contractual payments are recognised as an operating lease asset or liability. 

The aggregate benefit of incentives is recognised as a reduction of rental expense over the lease term on a straight-line basis 
over the lease term. 

Any contingent rents are recognised separately as an expense in the period in which they are incurred. 

1.9 Inventories 

Inventories are initially measured at cost except where Inventories are acquired at no cost, or for a nominal cost, then their 
costs are their fair value as at the date of acquisition. 

Subsequently inventories are measured at the lower of cost and net realisable value. 

Inventories are measured at the lower of cost and current replacement cost where they are held for: 

• distribution at no charge or for a nominal charge; or 

• consumption In the production process of goods to be distributed at no charge or for a nominal charge. 

Net realisable value Is the estimated selling price In the ordinary course of operations less the estimated costs of completion 
and the estimated costs necessary to make the sale, exchange or distribution. 

Current replacement cost Is the cost the municipality Incurs to acquire the asset on the reporting date. 

The cost of inventories comprises of all costs of purchase, costs of conversion and other costs incurred in bringing the 
inventories to their present location and condition. 

The cost of Inventories of Items that are not ordinarily interchangeable and goods or services produced and segregated for 
specific projects Is assigned using specific Identification of the individual costs. 

The cost of inventories is assigned using the weighted average cost formula. The same cost formula is used for all Inventories 
having a similar nature and use to the municipality. 
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1.9 Inventories (continued) 

When inventories are sold, the carrying amounts of those inventories are recognised as an expense in the period in which the 
related revenue is recognised. If there Is no related revenue, the expenses are recognised when the goods are distributed, or 
related services are rendered. The amount of any write-down of inventories to net realisable value or current replacement cost 
and all losses of inventories are recognised as an expense in the period the write-down or loss occurs. The amount of any 
reversal of any write-down of inventories, arising from an increase in net realisable value or current replacement cost, are 
recognised as a reduction in the amount of Inventories recognised as an expense In the period in which the reversal occurs. 

1.10 Value-added Tax (VAT) 

The municipality is registered with the South African Revenue Services (SARS) for VAT on the payments basis, in accordance 
with Section 15(2) of the VAT Act (Act No. 89 of 1991). 

1.11 Impairment of cash-generating assets 

Cash-generating assets are those assets held by the municipality with the primary objective of generating a commercial return. 
When an asset is deployed in a manner consistent with that adopted by a profit-orientated entity, it generates a commercial 
return. 

Identification 

When the carrying amount of a cash-generating asset exceeds Its recoverable amount, it is impaired. 

The municipality assesses at each reporting date whether there is any indication that a cash-generating asset may be 
Impaired. If any such indication exists, the municipality estimates the recoverable amount of the asset. 

Irrespective of whether there is any indication of impairment, the municipality also tests a cash-generating intangible asset with 
an Indefinite useful life or a cash-generating intangible asset not yet available for use for impairment annually by comparing its 
carrying amount with its recoverable amount. This impairment test is performed at the same time every year. If an Intangible 
asset was initially recognised during the current reporting period, that Intangible asset is tested for Impairment before the end of 
the current reporting period. 

Value in use 

Value in use of a cash-generating asset is the present value of the estimated future cash flows expected to be derived from the 
continuing use of an asset and from Its disposal at the end of Its useful life. 

When estimating the value in use of an asset, the municipality estimates the future cash Inflows and outflows to be derived 
from continuing use of the asset and from its ultimate disposal and the municipality applies the appropriate discount rate to 
those future cash flows. 

Discount rate 

The discount rate is a pre-tax rate that reflects current market assessments of the time value of money, represented by the 
current risk-free rate of Interest and the risks specific to the asset for which the future cash flow estimates have not been 
adjusted. 

Recognition and measurement (individual asset) 

If the recoverable amount of a cash-generating asset is less than Its carrying amount, the carrying amount of the asset is 
reduced to Its recoverable amount. This reduction is an Impairment loss. 

An impairment loss is recognised immediately in surplus or deficit. 

After the recognition of an impairment loss, the depreciation (amortisation) charge for the cash-generating asset is adjusted in 
future periods to allocate the cash-generating asset’s revised carrying amount, less its residual value (if any), on a systematic 
basis over its remaining useful life. 
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1.11 Impairment of cash-generating assets (continued) 

Cash-generating units 

If there is any indication that an asset may be impaired, the recoverable amount Is estimated for the Individual asset, if it Is not 
possible to estimate the recoverable amount of the individual asset, the municipality determines the recoverable amount of the 
cash-generating unit to which the asset belongs (the asset's cash-generating unit). 

If an active market exists for the output produced by an asset or group of assets, that asset or group of assets Is identified as a 
cash-generating unit, even if some or all of the output is used internally. If the cash inflows generated by any asset or cash- 
generating unit are affected by internal transfer pricing, the municipality uses management's best estimate of future price(s) 
that could be achieved in arm's length transactions In estimating: 

• the future cash Inflows used to determine the asset's or cash-generating unit's value in use; and 

• the future cash outflows used to determine the value In use of any other assets or cash-generating units that are 
affected by the Internal transfer pricing. 

Cash-generating units are identified consistently from period to period for the same asset or types of assets, unless a change 
is justified. 

The carrying amount of a cash-generating unit Is determined on a basis consistent with the way the recoverable amount of the 
cash-generating unit is determined. 

An Impairment loss is recognised for a cash-generating unit If the recoverable amount of the unit Is less than the carrying 
amount of the unit. The impairment Is allocated to reduce the carrying amount of the cash-generating assets of the unit on a 
pro rata basis, based on the carrying amount of each asset In the unit. These reductions In carrying amounts are treated as 
impairment losses on individual assets. 

In allocating an impairment loss, the municipality does not reduce the carrying amount of an asset below the highest of: 

• its fair value less costs to sell (If determinable); 

• its value in use (if determinable); and 

• zero. 

The amount of the impairment loss that would otherwise have been allocated to the asset is allocated pro rata to the other 
cash-generating assets of the unit. 

Where a non-cash-generating asset contributes to a cash-generating unit, a proportion of the carrying amount of that non- 
cash-generating asset is allocated to the carrying amount of the cash-generating unit prior to estimation of the recoverable 
amount of the cash-generating unit. 
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1.11 Impairment of cash-generating assets (continued) 

Reversal of Impairment loss 

The municipality assesses at each reporting date whether there is any indication that an impairment loss recognised in prior 
periods for a cash-generating asset may no longer exist or may have decreased. If any such indication exists, the municipality 
estimates the recoverable amount of that asset. 

An impairment loss recognised in prior periods for a cash-generating asset is reversed if there has been a change in the 
estimates used to determine the asset’s recoverable amount since the last impairment loss was recognised. The carrying 
amount of the asset is increased to its recoverable amount. The increase is a reversal of an impairment loss. The increased 
carrying amount of an asset attributable to a reversal of an Impairment loss does not exceed the carrying amount that would 
have been determined (net of depreciation or amortisation) had no Impairment loss been recognised for the asset in prior 
periods. 

A reversal of an Impairment loss for a cash-generating asset is recognised immediately in surplus or deficit. 

After a reversal of an impairment loss is recognised, the depreciation (amortisation) charge for the cash-generating asset is 
adjusted in future periods to allocate the cash-generating asset's revised carrying amount, less its residual value (if any), on a 
systematic basis over its remaining useful life. 

A reversal of an impairment loss for a cash-generating unit Is allocated to the cash-generating assets of the unit pro rata with 
the carrying amounts of those assets. These increases In carrying amounts are treated as reversals of Impairment losses for 
Individual assets. No part of the amount of such a reversal Is allocated to a non-cash-generating asset contributing service 
potential to a cash-generating unit. 

In allocating a reversal of an Impairment loss for a cash-generating unit, the carrying amount of an asset Is not Increased above 
the lower of: 

• its recoverable amount (if determinable); and 

• the carrying amount that would have been determined (net of amortisation or depreciation) had no impairment loss 
been recognised for the asset in prior periods. 

The amount of the reversal of the Impairment loss that v/ould otherwise have been allocated to the asset Is allocated pro rata to 
the other assets of the unit. 

1.12 Impairment of non-cash-generating assets 
Non-cash-generating assets are assets other than cash-generating assets. 

Identification 

When the carrying amount of a non-cash-generating asset exceeds its recoverable service amount, it is impaired. 

The municipality assesses at each reporting date whether there is any indication that a non-cash-generating asset may be 
Impaired. If any such indication exists, the municipality estimates the recoverable service amount of the asset. 

Irrespective of whether there Is any indication of impairment, the municipality also tests a non-cash-generating Intangible asset 
with an indefinite useful life or a non-cash-generating intangible asset not yet available for use for impairment annually by 
comparing Its carrying amount with Its recoverable service amount. This impairment test Is performed at the same time every 
year. If an intangible asset was initially recognised during the current reporting period, that Intangible asset is tested for 
Impairment before the end of the current reporting period. 
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1.12 Impairment of non-cash-generating assets (continued) 
Value in use 


Value in use of non-cash-generating assets is the present value of the non-cash-generating assets remaining service potential. 

The present value of the remaining service potential of a non-cash-generating asset is determined using the following 
approach: 

Depreciated replacement cost approach 


The present value of the remaining service potential of a non-cash-generating asset is determined as the depreciated 
replacement cost of the asset. The replacement cost of an asset is the cost to replace the asset's gross service potential. This 
cost is depreciated to reflect the asset in its used condition. An asset may be replaced either through reproduction (replication) 
of the existing asset or through replacement of its gross service potential. The depreciated replacement cost Is measured as 
the reproduction or replacement cost of the asset, whichever Is lovyer, less accumulated depreciation calculated on the basis of 
such cost, to reflect the already consumed or expired service potential of the asset. 

The replacement cost and reproduction cost of an asset Is determined on an “optimised" basis. The rationale is that the 
municipality will not replace or reproduce the asset with a like asset if the asset to be replaced or reproduced Is an 
overdesigned or overcapacity asset. Overdesigned assets contain features which are unnecessary for the goods or services 
the asset provides. Overcapacity assets are assets that have a greater capacity than Is necessary to meet the demand for 
goods or services the asset provides. The determination of the replacement cost or reproduction cost of an asset on an 
optimised basis thus reflects the service potential required of the asset. 

Recognition and measurement 


If the recoverable service amount of a non-cash-generating asset is less than Its carrying amount, the carrying amount of the 
asset Is reduced to its recoverable service amount. This reduction is an Impairment loss. 

An impairment loss is recognised immediately in surplus or deficit. 

After the recognition of an impairment loss, the depreciation (amortisation) charge for the non-cash-generating asset Is 
adjusted In future periods to allocate the non-cash-generating asset’s revised carrying amount, less its residual value (If any) 
on a systematic basis over its remaining useful life. 

Reversal of an impairment loss 

The municipality assesses at each reporting date whether there is any indication that an Impairment loss recognised in prior 
periods for a non-cash-generating asset may no longer exist or may have decreased. If any such indication exists, the 
municipality estimates the recoverable service amount of that asset. 

An Impairment loss recognised in prior periods for a non-cash-generating asset is reversed if there has been a change in the 
estimates used to determine the asset’s recoverable service amount since the last impairment loss was recognised. The 
carrying amount of the asset is Increased to Its recoverable service amount. The Increase is a reversal of an impairment loss. 
The Increased carrying amount of an asset attributable to a reversal of an impairment loss does not exceed the carrying 
amount that would have been determined (net of depreciation or amortisation) had no impairment loss been recognised for the 
asset in prior periods. 


A reversal of an impairment loss for a non-cash-generating asset Is recognised Immediately in surplus or deficit. 


After a reversal of an impairment loss Is recognised, the depreciation (amortisation) charge for the non-cash-generating asset 
is adjusted In future periods to allocate the non-cash-generating asset’s revised carrying amount, less its residual value (if any) 
on a systematic basis over its remaining useful life. 

1.13 Share capital / contributed capital 

An equity instrument Is any contract that evidences a residual interest in the assets of an municipality after deducting all of Its 
liabilities. 


1.14 Statutory receivables 
Statutory receivables are receivables that: 
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1,14 Statutory receivables (continued) 

• arise from legislation, supporting regulations, or similar means; and 

• require settlement by another entity in cash or another financial asset. 

Statutory receivables constitute revenue receivable from property rates, fines, penalties, grants and fees charged in terms of 
legislation. 

The municipality recognises statutory receivables as follows: 

• if the transaction is an exchange transaction, using GRAP 9; 

• if the transaction is a non-exchange transaction, using GRAP 23; 

• if the transaction is not within the scope of either GRAP 9 or GRAP 23. the receivable Is recognised when: 

- the defnitlon of an asset is met; and 

- it its probable that future economic benefits or service potential associated with the asset will flov/ to the 
municipality and the transaction amount can be measured reliably. 

The municipality measures a statutory receivable Initially at its transaction amount. 

The municipality measures all statutory receivables after initial recognition using the cost method. 

Under the cost method the amount recognised Initially is only changed subsequently to reflect any: 

• interest or other charges that may have accrued on the receivable; 

• impairment loss; and 

• amounts derecognised. 

The municipality assesses at the end of each reporting period v-^hether there is objective evidence that a statutory receivable or 
group of statutory receivables is impaired. 

For amounts due the the municipality, significant financial difficulties of the receivable, probability that the receivable will enter 
bankruptcy and default payments are all considered indicators of impairment. 

If there is objective evidence that an impairment loss on statutory receivables has been Inccurred, the amount of the loss is 
measured as the difference between the asset's carrying amount and the estimated future cash flows - discounted if the effect 
of discounting Is material - using a rate that reflects the current risk free rate and, if applicable, any risks specific to the 
statutory receivable, or group of statutory receivables, for which the future cash flow estimates have not been adjusted. 

The carrying amount of the asset Is reduced through the use of an allov/ance account. The amount of the loss is recognised in 
surplus or deficit. 

If, in a subsequent period, the amount of the impairment loss decreases and the decrease can be related objectively to an 
event occurring after the Impairment was recognised, the previously recognised impairment loss is reversed by adjusting the 
allowance account. The reversal does not result in a carrying amount of the statutory receivable that exceeds what the 
amortised cost would have been had the Impairment not been recognised at the date the Impairment is reversed. The 
amount of the reversal Is recognised in surplus or deficit. 

Where statutory receivables are impaired through the use of an allowance account, the amount of the loss Is recognised in 
surplus or deficit wlhtin operating expenses. When such receivables are written off, the write off Is made against the relevant 
allowance account. Subsequent recoveries of amounts previously written off are credited against operating expenses. 

The municipality derecognises a statutory receivable when: 

• the rights to the cash flows from the statutory receivable are settled, expire or are waived; 

• the municipality transfers to another party substantially all of the risks and rewards of ownership of the receivable; 

• the municipality, despite having retained some significant risks and rewards of ownership of the receivable, has 
transferred control of the receivable in its entirety to an unrelated third party, and is able to exercise that ability 
unilaterally and without needing to impose additional restrictions on the transfer. In this case, the municipality: 

- derecognises the receivable; 

- recognises separately any rights and obligations created or retained in the transfer. 

The carrying amount of the transferred asset Is allocated between the rights or obligations retained and those transferred on 
the basis of their relative fair values at the transfer date. Newly created rights and obligations are considered for inclusion 
within the scope of GRAP 104 or another standard of GRAP. Any difference beKveen the consideration received and amounts 
recognised and derecognised Is recognised in surplus or deficit In the period of the transfer. 
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1.15 Employee benefits 
Short-term employee benefits 

Short-term employee benefits are employee benefits (other than termination benefits) that are due to be settled within 12 
months after the end of the period in which the employees render the related service. 

Short-term employee benefits include items such as: 

• wages, salaries and social security contributions; 

• short-term compensated absences (such as paid annual leave and paid sick leave) vyhere the compensation for the 
absences is due to be settled within 12 months after the end of the reporting period in which the employees render 
the related employee service; 

• bonus, incentive and performance related payments payable within 12 months after the end of the reporting period in 
which the employees render the related service; and 

• non-monetary benefits (for example, medical care, and free or subsidised goods or services such as housing, cars 
and cellphones) for current employees. 

When an employee has rendered service to the municipality during a reporting period, the municipality recognises the 
undiscounted amount of short-term employee benefits expected to be paid In exchange for that service: 

• as a liability (accrued expense), after deducting any amount already paid. If the amount already paid exceeds the 
undiscounted amount of the benefits, the municipality recognises that excess as an asset (prepaid expense) to the 
extent that the prepayment will lead to, for example, a reduction in future payments or a cash refund; and 

• as an expense, unless another Standard requires or permits the inclusion of the benefits in the cost of an asset. 

The expected cost of compensated absences is recognised as an expense as the employees render services that increase 
their entitlement or, in the case of non-accumulating absences, when the absence occurs. The municipality measures the 
expected cost of accumulating compensated absences as the additional amount that the municipality expects to pay as a result 
of the unused entitlement that has accumulated at the reporting date. 

The municipality recognises the expected cost of bonus, incentive and performance related payments when the municipality 
has a present legal or constructive obligation to make such payments as a result of past events and a reliable estimate of the 
obligation can be made. A present obligation exists when the municipality has no realistic alternative but to make the 
payments. 

Post-employment benefits 

Post-employment benefits are employee benefits (other than termination benefits) which are payable after the completion of 
employment. 

Post-employment benefit plans are formal or informal arrangements under which the municipality provides post-employment 
benefits for one or more employees. 

Multi-employer plans are defined contribution plans (other than state plans and composite social security programmes) or 
defined benefit plans (other than state plans) that pool the assets contributed by various entities that are not under common 
control and use those assets to provide benefits to employees of more than one entity, on the basis that contribution and 
benefit levels are determined vyithout regard to the identity of the entity that employs the employees concerned. 

Multi-employer plans and/or State plans and/or Composite social security programmes 

The municipality classifies a multi-employer plan and/or state plans and/or composite social security programmes as a defined 
contribution plan or a defined benefit plan under the terms of the plan (including any constructive obligation that goes beyond 
the formal terms). 

Where a plan Is a defined contribution plan, the municipality accounts for in the same way as for any other defined contribution 
plan. 

Where a plan Is a defined benefit plan, the municipality accounts for its proportionate share of the defined benefit obligation, 
plan assets and cost associated with the plan in the same way as for any other defined benefit plan. 

When sufficient information is not available to use defined benefit accounting for a plan, that is a defined benefit plan, the 
municipality accounts for the plan as if it was a defined contribution plan. 
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1.15 Employee benefits (continued) 

Post-employment benefits: Defined contribution plans 

Defined contribution plans are post-employment benefit plans under which the municipality pays fixed contributions into a 
separate entity (a fund) and will have no legal or constructive obligation to pay further contributions if the fund does not hold 
sufficient assets to pay all employee benefits relating to employee service in the current and prior periods. 

When an employee has rendered service to the municipality during a reporting period, the municipality recognises the 
contribution payable to a defined contribution plan In exchange for that service: 

• as a liability (accrued expense), after deducting any contribution already paid. If the contribution already paid 
exceeds the contribution due for service before the reporting date, the municipality recognises that excess as an 
asset (prepaid expense) to the extent that the prepayment will lead to, for example, a reduction in future payments or 
a cash refund; and 

• as an expense, unless another Standard requires or permits the inclusion of the contribution In the cost of an asset. 

Where contributions to a defined contribution plan do not fall due wholly within 12 months after the end of the reporting period 
In which the employees render the related service, they are discounted. The rate used to discount reflects the time value of 
money. The currency and term of the financial instrument selected to reflect the time value of money is consistent vyith the 
currency and estimated term of the obligation. 
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1.15 Employee benefits (continued) 

Post-employment benefits: Defined benefit plans 

Defined benefit plans are post-employment benefit plans other than defined contribution plans. 

Actuarial gains and losses comprise experience adjustments (the effects of differences between the previous actuarial 
assumptions and what has actually occurred) and the effects of changes in actuarial assumptions. In measuring Its defined 
benefit liability the municipality recognises actuarial gains and losses in surplus or deficit in the reporting period in which they 
occur. 


Current service cost is the increase in the present value of the defined benefit obligation resulting from employee service in the 
current period. 

Interest cost is the increase during a period in the present value of a defined benefit obligation which arises, because the 
benefits are one period closer to settlement. 


Past service cost is the change in the present value of the defined benefit obligation for employee service in prior periods, 
resulting In the current period from the Introduction of, or changes to, post-employment benefits or other long-term employee 
benefits. Past service cost may be either positive (when benefits are introduced or changed so that the present value of the 
defined benefit obligation increases) or negative (when existing benefits are changed so that the present value of the defined 
benefit obligation decreases). In measuring Its defined benefit liability the municipality recognises past service cost as an 
expense In the reporting period In which the plan is amended. 

Plan assets comprise assets held by a long-term employee benefit fund and qualifying insurance policies. 

The present value of a defined benefit obligation Is the present value, v/ithout deducting any plan assets, of expected future 
payments required to settle the obligation resulting from employee service in the current and prior periods. 

The return on plan assets is interest, dividends or similar distributions and other revenue derived from the plan assets, together 
with realised and unrealised gains or losses on the plan assets, less any costs of administering the plan (other than those 
Included in the actuarial assumptions used to measure the defined benefit obligation) and less any tax payable by the plan 
itself. 

The amount recognised as a defined benefit liability is the net total of the following amounts: 

• the present value of the defined benefit obligation at the reporting date; 

• minus the fair value at the reporting date of plan assets (If any) out of which the obligations are to be settled directly; 

• plus any liability that may arise as a result of a minimum funding requirement 

The amount determined as a defined benefit liability may be negative (an asset). The municipality measures the resulting asset 
at the lower of; 

• the amount determined above; and 

• the present value of any economic benefits available in the form of refunds from the plan or reductions in future 
contributions to the plan. The present value of these economic benefits is determined using a discount rate which 
reflects the time value of money. 

Any adjustments arising from the limit above Is recognised in surplus or deficit. 

The municipality determines the present value of defined benefit obligations and the fair value of any plan assets with sufficient 
regularity such that the amounts recognised in the annual financial statements do not differ materially from the amounts that 
would be determined at the reporting date. 

The municipality recognises the net total of the following amounts In surplus or deficit, except to the extent that another 
Standard requires or permits their Inclusion in the cost of an asset: 

• current service cost; 

• interest cost; 

• the expected return on any plan assets and on any reimbursement rights; 

• actuarial gains and losses, which is recognised Immediately; 

• past service cost, which is recognised immediately; 

• the effect of any curtailments or settlements; and 

• the effect of applying the limit on a defined benefit asset (negative defined benefit liability). 
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1.15 Employee benefits (continued) 

The municipality uses the Projected Unit Credit Method to determine the present value of its defined benefit obligations and the 
related current service cost and, where applicable, past service cost. The Projected Unit Credit Method (sometimes known as 
the accrued benefit method pro-rated on service or as the benefit/years of service method) sees each period of service as 
giving rise to an additional unit of benefit entitlement and measures each unit separately to build up the final obligation. 

In determining the present value of its defined benefit obligations and the related current service cost and, vyhere applicable, 
past service cost, the municipality attributes benefit to periods of service under the plan's benefit formula. However, if an 
employee’s service in later years will lead to a materially higher level of benefit than In earlier years, the municipality attributes 
benefit on a straight-line basis from: 

• the date when service by the employee first leads to benefits under the plan (whether or not the benefits are 
conditional on further service); until 

• the date when further service by the employee will lead to no material amount of further benefits under the plan, 
other than from further salary increases. 

Actuarial valuations are conducted on an annual basis by independent actuaries separately for each plan. The results of the 
valuation are updated for any material transactions and other material changes in circumstances (including changes in market 
prices and interest rates) up to the reporting date. 

The municipality recognises gains or losses on the curtailment or settlement of a defined benefit plan when the curtailment or 
settlement occurs. The gain or loss on a curtailment or settlement comprises; 

• any resulting change In the present value of the defined benefit obligation; and 

• any resulting change in the fair value of the plan assets. 

Before determining the effect of a curtailment or settlement, the municipality re-measures the obligation (and the related plan 
assets, if any) using current actuarial assumptions (including current market Interest rates and other current market prices). 

When it Is virtually certain that another party will reimburse some or all of the expenditure required to settle a defined benefit 
obligation, the right to reimbursement is recognised as a separate asset. The asset Is measured at fair value. In all other 
respects, the asset is treated In the same way as plan assets. In surplus or deficit, the expense relating to a defined benefit 
plan Is presented as the net of the amount recognised for a reimbursement. 

The municipality offsets an asset relating to one plan against a liability relating to another plan when the municipality has a 
legally enforceable right to use a surplus In one plan to settle obligations under the other plan and intends either to settle the 
obligations on a net basis, or to realise the surplus in one plan and settle Its obligation under the other plan simultaneously. 

Actuarial assumptions 

Actuarial assumptions are unbiased and mutually compatible. 

Financial assumptions are based on market expectations, at the reporting date, for the period over which the obligations are to 
be settled. 

The rate used to discount post-employment benefit obligations (both funded and unfunded) reflects the time value of money. 
The currency and term of the financial Instrument selected to reflect the time value of money are consistent with the currency 
and estimated term of the post-employment benefit obligations. 

Post-employment benefit obligations are measured on a basis that reflects: 

• estimated future salary increases; 

• the benefits set out in the terms of the plan (or resulting from any constructive obligation that goes beyond those 
terms) at the reporting date; and 

• estimated future changes in the level of any state benefits that affect the benefits payable under a defined benefit 
plan. If, and only If, either; 

• those changes were enacted before the reporting date; or 

• past history, or other reliable evidence, indicates that those state benefits will change In some predictable manner, 
for example, in line with future changes in general price levels or general salary levels. 

Assumptions about medical costs take account of estimated future changes In the cost of medical services, resulting from both 
inflation and specific changes in medical costs. 
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1.15 Employee benefits (continued) 

Other long-term employee benefits 

The municipality has an obligation to provide long-term service allowance benefits to all of its employees. 

The municipality’s liability is based on an actuarial valuation. The Projected Unit Credit Method Is used to value the liabilities. 
Actuarial gains and losses on the long-term service awards are recognised in the statement of financial performance. 

The amount recognised as a liability for long-term service awards is the net total of the follov;ing amounts: 

• the present value of the defined benefit obligation at the reporting date; 

• minus the fair value at the reporting date of plan assets (if any) out of which the obligations are to be settled directly. 

The municipality recognises the net total of the following amounts as expense or revenue, except to the extent that another 
Standard requires or permits their Inclusion in the cost of an asset: 

• current service cost; 

• interest cost; 

• the expected return on any plan assets and on any reimbursement right recognised as an asset; 

• actuarial gains and losses, v/hich is recognised immediately; 

• past service cost, which is recognised immediately; and 

• the effect of any curtailments or settlements. 

Termination benefits 

The municipality recognises termination benefits as a liability and an expense when the municipality is demonstrably committed 
to either: 

• terminate the employment of an employee or group of employees before the normal retirement date; or 

• provide termination benefits as a result of an offer made in order to encourage voluntary redundancy. 

The municipality Is demonstrably committed to a termination when the municipality has a detailed formal plan for the 

termination and Is without realistic possibility of withdrawal. The detailed plan includes [as a minimum]: 

• the location, function, and approximate number of employees whose services are to be terminated; 

• the termination benefits for each job classification or function; and 

• the time at which the plan will be implemented. 

Implementation begins as soon as possible and the period of time to complete implementation Is such that material changes to 
the plan are not likely. 

Where termination benefits fall due more than 12 months after the reporting date, they are discounted using an appropriate 
discount rate. The rate used to discount the benefit reflects the time value of money. 

In the case of an offer made to encourage voluntary redundancy, the measurement of termination benefits is based on the 
number of employees expected to accept the offer. 

1.16 Provisions and contingencies 
Provisions are recognised when: 

• the municipality has a present obligation as a result of a past event; 

• it is probable that an outflow of resources embodying economic benefits or service potential will be required to 
settle the obligation; and 

• a reliable estimate can be made of the obligation. 

The amount of a provision is the best estimate of the expenditure expected to be required to settle the present obligation at the 
reporting date. 

Where the effect of time value of money is material, the amount of a provision is the present value of the expenditures 
expected to be required to settle the obligation. 

The discount rate is a pre-tax rate that reflects current market assessments of the time value of money and the risks specific to 
the liability. 
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1.16 Provisions and contingencies (continued) 

Where some or all of the expenditure required to settle a provision is expected to be reimbursed by another party, the 
reimbursement is recognised when, and only when. It is virtually certain that reimbursement will be received if the municipality 
settles the obligation. The reimbursement is treated as a separate asset. The amount recognised for the reimbursement does 
not exceed the amount of the provision. 

Provisions are reviewed at each reporting date and adjusted to reflect the current best estimate. Provisions are reversed if it is 
no longer probable that an outflow of resources embodying economic benefits or service potential will be required, to settle the 
obligation. 

Where discounting is used, the carrying amount of a provision increases in each period to reflect the passage of time. This 
increase is recognised as an interest expense. 

A provision is used only for expenditures for which the provision was originally recognised. 

Provisions are not recognised for future operating expenditure. 

If the municipality has a contract that is onerous, the present obligation (net of recoveries) under the contract Is recognised and 
measured as a provision. 

A constructive obligation to restructure arises only when the municipality: 

• has a detailed formal plan for the restructuring, identifying at least: 

the activity/operating unit or part of a activity/operating unit concerned; 
the principal locations affected; 

the location, function, and approximate number of employees who v/lll be compensated for services being 
terminated; 

the expenditures that will be undertaken; and 
when the plan will be implemented; and 

• has raised a valid expectation in those affected that it will carry out the restructuring by starting to implement that 
plan or announcing Its main features to those affected by It. 

A restructuring provision includes only the direct expenditures arising from the restructuring, which are those that are both: 

• necessarily entailed by the restructuring; and 

• not associated with the ongoing activities of the municipality 

A contingent asset Is a possible asset that arises from past events and whose existence will be confirmed only by the 
occurrence or non-occurrence of one or more uncertain future events not wholly within the control of the municipality. 

A contingent liability: 

• a possible obligation that arises from past events and whose existence will be confirmed only by the occurrence 
or non-occurrence of one or more uncertain future events not v/holly within the control of the municipality; or 

• a present obligation that arises from past events but is not recognised because: 

- it is not probable than an outflow of resources embodying economic benefits or service potential will be required 
to settle the obligation; 

- the amount of the obligation cannot be measured with sufficient reliability. 

Contingent assets and contingent liabilities are not recognised. Contingencies are disclosed in note 42. 
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1.16 Provisions and contingencies (continued) 

Decommissioning, restoration and similar liability 

Changes in the measurement of an existing decommissioning, restoration and similar liability that result from changes in the 
estimated timing or amount of the outflow of resources embodying economic benefits or service potential required to settle the 
obligation, or a change in the discount rate, is accounted for as follows: 

The related asset is measured using the cost model: 

changes in the liability is added to, or deducted from, the cost of the related asset in the current period; 
the amount deducted from the cost of the asset does not exceed its carrying amount. If a decrease in the liability 
exceeds the carrying amount of the asset, the excess is recognised immediately in surplus or deficit; 
if the adjustment results in an addition to the cost of an asset, the municipality considers whether this is an Indication 
that the new carrying amount of the asset may not be fully recoverable. If there is such an Indication, the municipality 
tests the asset for Impairment by estimating Its recoverable amount or recoverable service amount, and accounts for 
any impairment loss, in accordance with the accounting policy on Impairment of assets as described In accountina 
policy 1.11 and 1.12. ^ 


The adjusted depreciable amount of the asset is depreciated over its useful life. Therefore, once the related asset has reached 
the end of its useful life, ail subsequent changes in the liability is recognised In surplus or deficit as they occur. 

The periodic unwinding of the discount is recognised In surplus or deficit as a finance cost as it occurs. 

Levies 


A levy is an outflow of resources embodying economic benefits that Is imposed by governments on municipalities in 
accordance v/ith legislation (I.e. laws and/or regulations), other than: 

• those outflows of resources that are within the scope of other Standards; and 

• fines or other penalties that are imposed for breaches of the legislation. ’ 


The obligating event that gives rise to a liability to pay a levy Is the activity that triggers the payment of the levy, as Identified by 
the legislation. ^ 


The liability to pay a levy Is recognised progressively If the obligating event occurs over a period of time. 

If an obligation to pay a levy Is triggered when a minimum threshold is reached, the corresponding liability Is recognised when 
that minimum threshold is reached. 

The municipality recognises an asset if It has prepaid a levy, but does not yet have a present obligation to pay that levy. 

1.17 Revenue from exchange transactions 

Revenue is the gross Inflow of economic benefits or service potential during the reporting period when those Inflows result in an 
increase in net assets, other than Increases relating to contributions from owners. 

An exchange transaction is one In which the municipality receives assets or services, or has liabilities extinguished, and directly 
gives approximately equal value (primarily In the form of goods, services or use of assets) to the other party In exchange. 

Measurement 


Revenue is measured at the fair value of the consideration received or receivable, net of trade discounts and volume rebates. 
Sale of goods 


Revenue from the sale of goods is recognised when all the follovying conditions have been satisfied: 

• the municipality has transferred to the purchaser the significant risks and rewards of ownership of the goods; 
the municipality retains neither continuing managerial Involvement to the degree usually associated with 
ov/nership nor effective control over the goods sold; 

• the amount of revenue can be measured reliably; 

• it Is probable that the economic benefits or service potential associated with the transaction will flow to the 
municipality; and 

• the costs incurred or to be incurred in respect of the transaction can be measured reliably. 
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1.17 Revenue from exchange transactions (continued) 

Rendering of services 

When the outcome of a transaction involving the rendering of services can be estimated reliably, revenue associated with 
the transaction is recognised by reference to the stage of completion of the transaction at the reporting date. The outcome 
of a transaction can be estimated reliably when all the following conditions are satisfied: 

• the amount of revenue can be measured reliably; 

• it is probable that the economic benefits or service potential associated with the transaction will flow to the 
municipality; 

• the stage of completion of the transaction at the reporting date can be measured reliably; and 

• the costs incurred for the transaction and the costs to complete the transaction can be measured reliably. 

When the outcome of the transaction involving the rendering of services cannot be estimated reliably, revenue is recognised 
only to the extent of the expenses recognised that are recoverable. 

Service revenue is recognised by reference to the stage of completion of the transaction at the reporting date. Stage of 
completion is determined by the proportion that costs incurred to date bear to the total estimated costs of the transaction. 

Interest, royalties and dividends 

Revenue arising from the use by others of municipal assets yielding interest, royalties and dividends or similar distributions is 
recognised when: 

• it is probable that the economic benefits or service potential associated with the transaction will flow to the 
municipality; and 

• the amount of the revenue can be measured reliably. 

Interest is recognised, in surplus or deficit, using the effective interest rate method. 

1.18 Revenue from non-exchange transactions 

Revenue comprises gross inflows of economic benefits or service potential received and receivable by the municipality, which 
represents an increase in net assets, other than increases relating to contributions from owners. 

Conditions on transferred assets are stipulations that specify that the future economic benefits or service potential embodied In 
the asset is required to be consumed by the recipient as specified or future economic benefits or service potential must be 
returned to the transferor. 

Non-exchange transactions are transactions that are not exchange transactions. In a non-exchange transaction, the 
municipality either receives value from another entity without directly giving approximately equal value in exchange, or gives 
value to another entity without directly receiving approximately equal value in exchange. 

Restrictions on transferred assets are stipulations that limit or direct the purposes for which a transferred asset may be used, 
but do not specify that future economic benefits or service potential are required to be returned to the transferor if not deployed 
as specified. 

Stipulations on transferred assets are terms In laws or regulation, or a binding arrangement, imposed upon the use of a 
transferred asset by entities external to the municipality. 

The taxable event is the event that the government, legislature or other authority has determined will be subject to taxation. 

Taxes are economic benefits or service potential compulsorily paid or payable to entitles, in accordance with laws and or 
regulations, established to provide revenue to government. Taxes do not include fines or other penalties imposed for breaches 
of the law. 

Transfers are inflows of future economic benefits or service potential from non-exchange transactions, other than taxes. 
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1.18 Revenue from non-exchange transactions (continued) 

Recognition 

An inflovv of resources from a non-exchange transaction recognised as an asset is recognised as revenue, except to the extent 
that a liability is also recognised In respect of the same Inflow. 

As the municipality satisfies a present obligation recognised as a liability in respect of an Inflow of resources from a non- 
exchange transaction recognised as an asset, it reduces the carrying amount of the liability recognised and recognises an 
amount of revenue equal to that reduction. 

Revenue rece'w/ed from conditional grants, donations and funding are recognised as revenue to the extent that the municipality 
has complied with any of the criteria, conditions or obligations embodied In the agreement. To the extent that the criteria 
conditions or obligations have not been met a liability is recognised. 

Measurement 


Revenue from a non-exchange transaction is measured at the amount of the Increase in net assets recognised bv the 
municipality. ^ ^ 

When, as a result of a non-exchange transaction, the municipality recognises an asset, it also recognises revenue equivalent 
r measured at its fair value as at the date of acquisition, unless it is also required to recognise a 

liability. Where a liability is required to be recognised it will be measured as the best estimate of the amount required to settle 
r u reporting date, and the amount of the increase in net assets, if any, recognised as revenue. When a 

labi ity IS subsequently reduced, because the taxable event occurs or a condition is satisfied, the amount of the reduction in the 
liability IS recognised as revenue. 

Taxes (Property rates for municipalities) 

The municipality recognises an asset in respect of taxes when the taxable event occurs and the asset recognition criteria are 
met. 


Resources arising from taxes satisfy the definition of an asset v^hen the municipality controls the resources as a result of a past 
event (the taxable event) and expects to receive future economic benefits or service potential from those resources. 

Resources arising from taxes satisfy the criteria for recognition as an asset when it is probable that the inflow of resources will 
occur and their fair value can be reliably measured. 

The municipality analyses the taxation laws to determine what the taxable events are for the various taxes levied. 

The taxable event for property tax is the passing of the date on which the tax is levied, or the period for which the tax Is levied if 
the tax is levied on a periodic basis. 

Taxation revenue Is determined at a gross amount. It is not reduced for expenses paid through the tax system. 

Transfers 


Apart from services In kind, which are not recognised, the municipality recognises an asset In respect of transfers when the 
transferred resources meet the definition of an asset and satisfy the criteria for recognition as an asset. 

Transferred assets are measured at their fair value as at the date of acquisition. 

Collection charges and penalties 

Collection charges and penalty interest are recognised when: 

• It Is probable that the economic benefits or service potential associated with the transaction will flow to the 
municipality; 

• the amount of the revenue can be measured reliably; and 

• to the extent that there has been compliance with the relevant legal requirements (If applicable). 
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1.18 Revenue from non-exchange transactions (continued) 

Fines 

Fines are recognised as revenue when the receivable meets the definition of an asset and satisfies the criteria for recognition 
as an asset. 

The municipality makes use of estimates to determine the amount of revenue that it is entitled to collect. Where settlement 
discounts or reductions in the amount payable are offered, the municipality considers past history In assessing the likelihood of 
these discounts or reductions being taken up by debtors. 

Where the municipality collects fines In the capacity of an agent, the fines will not be revenue of the municipality. 

Gifts and donations, Including goods in-kind 

Gifts and donations, including goods in kind, are recognised as assets and revenue when it is probable that the future 
economic benefits or service potential will flow to the municipality and the fair value of the assets can be measured reliably. 

Services in-kind 

Services in-kind are not recognised. 

Concessionary loans received 

A concessionary loan is a loan granted to or received by the municipality on terms that are not market related. 

The portion of the loan that is repayable, along with any interest payments, is an exchange transaction and is accounted for in 
accordance with the Standard of GRAP on Financial Instruments. The off-market portion of the loan is a non-exchange 
transaction. The off-market portion of the loan that is recognised as non-exchange revenue, is calculated as the difference 
between the proceeds received from the loan, and the present value of the contractual cash flows of the loan, discounted using 
a market related rate of Interest. 

The recognition of revenue is determined by the nature of any conditions that exists in the loan agreement that may give rise to 
a liability. Where a liability exists the municipality recognises revenue as and when it satisfies the conditions of the loan 
agreement. 

1.19 Borrowing costs 

Borrov^ing costs are interest and other expenses Incurred by the municipality in connection with the borrowing of funds. 
Borrowing costs are recognised as an expense in the period in which they are incurred. 

1.20 Service concession arrangements: Grantor 

A service concession arrangement Is a contractual arrangement between a grantor (the municipality) and an operator in which; 

• the operator uses the service concession asset to provide a mandated function on behalf of the municipality for a 
specified period of time; and 

• the operator is compensated for its services over the period of the service concession arrangement. 

A service concession asset is an asset used to provide a mandated function In a sen/ice concession arrangement that: 

• is provided by the operator which: 

- the operator constructs, develops, or acquires from a third party; or 

- is an existing asset of the operator. 

• is provided by the grantor (municipality) which; 

- is an existing asset of the municipality; or 

- is an upgrade to an existing asset of the municipality. 

An asset is provided by the operator, or an upgrade to an existing asset of the municipality is recognised as a service 
concession asset if; 

• the municipality controls or regulates what services the operator must provide with the asset, to whom it must 
provide them, and at what price; 

• the municipality controls, through ownership, beneficial entitlement or otherwise, any significant residual interest In 
the asset at the end of the arrangement. 
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1.20 Service concession arrangements: Grantor (continued) 

The municipaiity measures initially a service concession asset at its fair value. 

The municipality recognises a liability where a service concession asset is recognised. 

The liability is Initially recognised at the same amount as the service concession asset, adjusted by the amount for any 
consideration from the municipality to the operator, or from the operator to the municipality. 

Where the municipality has an unconditional obligation to pay cash or another financial asset to the operator for the 
construction, development, acquisition or upgrade of a service concession asset, the liability is accounted for as a financial 
liability In accordance with GRAP 104. 

The payments made to the operator are accounted for according to their substance as: 

• a reduction in the liability recognised; 

• a finance charge; and 

• charges for services provided by the operator. 

Where the asset and service components of a service concession arrangement are separately Identifiable, the service 
components of payments are allocated by reference to the relative fair values of the service concession asset and the services 
If not, the service component of payments is detemiine using valuation techniques. 

Where the municipality does not have an unconditional obligation to pay cash or another financial asset to the operator, and 
grants the operator the right to earn revenue from third-party users or another revenue-generating asset, the liability is * 
accounted for as the unearned portion of revenue arising from the exchange of assets between the municipalitv and the 
grantor. ^ 

The liability Is reduced and revenue recognised according to the substance of the service concession arrangement. 

1.21 Comparative figures 

Where necessary, comparative figures have been reclassified to conform to changes in presentation in the current year Refer 
to note 44 for detail. 

1.22 Unauthorised expenditure 

Unauthorised expenditure means any expenditure incurred by the municipality othenvise than in accordance with section 15 or 
11(3) of the Municipal Finance Management Act (Act No. 56 of 2003), and includes: 

• overspending of the total amount appropriated in the municipality’s approved budget; 

• overspending of the total amount appropriated for a vote in the approved budget; 

• expenditure from a vote unrelated to the department or functional area covered by the vote; 

• expenditure of money appropriated for a specific purpose, otherwise than for that specific purpose; 

• spending of an allocation referred to in paragraph (b), (c) or (d) of the definition of “allocation” otherwise than in 
accordance with any conditions of the allocation; or 

• a grant by the municipality otherwise than in accordance with the Municipal Finance Management Act. 

All expenditure relating to unauthorised expenditure is recognised as an expense in the statement of financial performance in 
the year that the expenditure was incurred. The expenditure Is classified In accordance with the nature of the expense, and 
where recovered, It is subsequently accounted for as revenue in the statement of financial performance. 

1.23 Fruitless and wasteful expenditure 

Fruitless expenditure means expenditure which was made in vain and would have been avoided had reasonable care been 
exercised. 


All expenditure relating to fruitless and wasteful expenditure is recognised as an expense in the statement of financial 
performance in the year that the expenditure was incurred. The expenditure is classified In accordance vylth the nature of the 
expense, and where recovered, it Is subsequently accounted for as revenue in the statement of financial performance. 
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1.24 Irregular expenditure 

Irregular expenditure is expenditure that is contrary to the Municipal Finance Management Act (Act No.56 of 2003), the 
Municipal Systems Act (Act No.32 of 2000), and the Public Office Bearers Act (Act No. 20 of 1998) or is in contravention of the 
municipality’s supply chain management policy. Irregular expenditure excludes unauthorised expenditure. 

All expenditure relating to irregular expenditure is recognised as an expense In the statement of financial performance In the 
year that the expenditure was incurred. The expenditure is classified in accordance with the nature of the expense, and where 
recovered, it is subsequently accounted for as revenue in the statement of financial performance. 

1.25 Accumulated surplus 

The accumulated surplus represents the net difference between the total assets and the total liabilities of the municipality. Any 
surpluses and deficits realised during a specific financial year are credited/debited against accumulated surplus/deficit. Prior 
year adjustments, relating to income and expenditure, are debited/credit against accumulated surplus when retrospective 
adjustments are made. 

1.26 Investments 

Where the carrying amount of an investment is greater than the estimated recoverable amount, it is written down immediately 
to Its recoverable amount and an impairment loss is charged to the statement of financial performance. 

1.27 Commitments 

Items are classified as commitments when the municipality has committed itself to future transactions that will normally result in 
the outflow of cash. 

Disclosures are required in respect of unrecognised contractual commitments, which are disclosed in note 41. 

Commitments for which disclosure Is necessary to achieve a fair presentation are disclosed if both the following criteria are 

met: ^ . .... 

• contracts are non-cancellable or only cancellable at significant cost (for example, contracts for computer or building 

maintenance services); and 

• contracts relate to something other than the routine, steady, state business of the municipality — therefore salary 
commitments relating to employment contracts or social security benefit commitments are excluded. 

1.28 Grants in aid 

The municipality transfers money to individuals, organisations and other sectors of government from time to time. When 
making these transfers, the municipality does not: 

• receive any goods or services directly in return, as would be expected in a purchase or sale transaction, 

• expect to be repaid in future; or 

• expect a financial return, as would be expected from an investment. 

jh 050 transfers are recognised In the statement of financial performance as expenses in the period that the events giving raise 
to the transfer occurred. 

1.29 Budget Information 

The approved budget is prepared on the accrual basis and presented by economic classification linked to performance 
outcome objectives. 

The approved budget covers the fiscal period from 2014/07/01 to 2015/06/30. 

The annual financial statements and the budget are on the same basis of accounting therefore a comparison with the budgeted 
amounts for the reporting period have been included in the Statement of comparison of budget and actual amounts. 

1.30 Related parties 

A related party is a person or an entity with the ability to control or jointly control the other party, or exercise significant influence 
over the other party, or vice versa, or an entity that is subject to common control, or joint control. 
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1.30 Related parties (continued) 

Management are those persons responsible for planning, directing and controlling the activities of the municipality, including 
those charged with the governance of the municipality in accordance with legislation, in instances where they are required to 
perform such functions. 

Close members of the family of a person are considered to be those family members who may be expected to influence, or be 
influenced by, that management in their dealings with the municipality. 

Only transactions v/lth related parties not at arm’s length or not in the ordinary course of business are disclosed. 

1.31 Events after reporting date 

Events after reporting date are those events, both favourable and unfavourable, that occur between the reporting date and the 
date when the financial statements are authorised for issue. Two types of events can be identified: 

• those that provide evidence of conditions that existed at the reporting date (adjusting events after the reporting date)j 
and 

• those that are Indicative of conditions that arose after the reporting date (non-adjusting events after the reporting 
date). 


The municipality adjusts the amount recognised in the financial statements to reflect adjusting events after the reporting date 
once the event occurred. 

The municipality discloses the nature of the event and an estimate of its financial effect or a statement that such estimate 
cannot be made in respect of all material non-adjusting events, where non-disclosure could Influence the economic decisions 
of users taken on the basis of the financial statements. 
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Figures In Rand 2015 2014 


2. New standards and interpretations 

2.1 Standards and interpretations effective and adopted in the current year 

In the current year, the municipality has adopted the following standards and interpretations that are effective for the current 
financial year and that are relevant to Its operations: 

GRAP 5 (revised 2013): Borrowing Costs 

Benchmark treatment is to recognise borrowing costs as an expense. 

Alllov/ed alternative is to capitalise borrowing costs if it is attributable to the acquisition, construction or production of a 
qualifying asset. All other instances, expense borrowing costs. 

All amendments to be applied prospectively. 

The effective date of the amendment is for years beginning on or after 01 April 2014. 

The municipality has adopted the amendment for the first time in the 2015 annual financial statements. 

The impact of the amendment Is not material. 

GRAP 100 (revised 2013): Discontinued Operations 

All accounting, presentation and disclosure requirements with regards to non-current assets held for sale (or disposal 
groups) have been deleted. The impact of the amendments is: 

• Will no longer be required to reclassify assets as held for sale. GRAP 100 nov/ only deals with discontinued 
operations. 

• Certain disclosure must be made if, at the reporting date, management has taken a decision to dispose of a 
significant asset or a group of assets and liabilities. Will fall under the Standard of GRAP on Presentation of 
Financial Statements. 

Measurement requirements are to be applied prospectively and presentation and disclosure requirements are to be applied 
retrospectively. 

The effective date of the amendment Is for years beginning on or after 01 April 2014. 

The municipality has adopted the amendment for the first time In the 2015 annual financial statements. 

The impact of the amendment is not material. 

2.2 Standards and interpretations issued, but not yet effective 

The municipality has not applied the following standards and interpretations, which have been published and are mandatory 
for the municipality’s accounting periods beginning on or after 01 July 2015 or later periods: 

GRAP 18: Segment Reporting 

Segments are identified by the way in which information is reported to management, both for purposes of assessing 
performance and making decisions about how future resources will be allocated to the various activities undertaken by the 
municipality. The major classifications of activities identified in budget documentation will usually reflect the segments for 
which an entity reports information to management. 

Segment information is either presented based on service or geographical segments. Service segments relate to a 
distinguishable component of an entity that provides specific outputs or achieves particular operating objectives that are in 
line with the municipality’s overall mission. Geographical segments relate to specific outputs generated, or particular 
objectives achieved, by an entity within a particular region. 

The standard has been approved by the Accounting Standards Board, but its effective date has not yet been determined by 
the Minister of Finance. 

The municipality expects to adopt the standard for the first time once It becomes effective. 
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2. New standards and interpretations (continued) 

The adoption of this standard is not expected to impact on the results of the municipality, but may result in more disclosure 
than is currently provided in the annual financial statements. 

GRAP 105: Transfers of Functions Between Entities Under Common Control 

The objective of this standard is to establish accounting principles for the acquirer and transferor in a transfer of functions 
betv/een entities under common control. 

A transfer of functions between entities under common control is a reorganisation and / or reallocation of functions between 
entities that are ultimately controlled by the same entity before and after a transfer of functions. 

In the event of a transfer of functions between entities under common control, the assets and liabilities should be 
recognised (by the acquirer) at their carrying amounts and should be derecognised (by the transferor) at their carrying 
amounts. 

The difference between the amount of consideration paid or received. If any, and the carrying amounts of assets and 
liabilities should be recognised in accumulated surplus / (deficit). 

The effective date of the standard is for years beginning on or after 01 April 2015. 

The municipality expects to adopt the standard for the first time in the 2016 annual financial statements, and is likely to 
have an Immaterial impact. 

It is unlikely that the standard will have a material impact on the municipality's annual financial statements. 

GRAP 106: Transfers of Functions Between Entities not Under Common Control 

The objective of this standard is to establish accounting principles for the acquirer in a transfer of functions between entities 
not under common control. 

A transfer of functions between entities not under common control is a reorganisation and / or reallocation of functions 
between entities that are not ultimately controlled by the same entity before and after a transfer of functions. 

In the event of a transfer of functions between entities not under common control, the assets and liabilities should be 
recognised (by the acquirer) at their acquisition date fair values. 

The difference between the amount of consideration paid, if any, and the carrying amounts of assets acquired and liabilities 
assumed should be recognised in accumulated surplus / (deficit). 

For a transfer of functions between entities not under common control there are some specific recognition and 
measurement principles and exceptions to the recognition and measurement principles. 

The effective date of the standard is for years beginning on or after 01 April 2015. 

The municipality expects to adopt the standard for the first time In the 2016 annual financial statements, and Is likely to 
have an immaterial impact. 

It is unlikely that the standard will have a material impact on the municipality's annual financial statements. 

GRAP 107: Mergers 
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2. New standards and interpretations (continued) 

The objective of this standard is to establish accounting principles for the combined entity and combining entitles in a 
merger. 

A merger is where a new combined entity is started, acquirer can be identified and the conbining entitles do not have any 
control over the combined entity. 

In the event of a merger, the assets and liabilities should be recognised (by the combined entity) at their carrying amounts 
and should be derecognised (by the combining entities) at their carrying amounts. 

The difference between the carrying amounts of assets and liabilities should be recognised in accumulated surplus / 
(deficit). 

The effective date of the standard is for years beginning on or after 01 April 2015. 

The municipality expects to adopt the standard for the first time In the 2016 annual financial statements, and is likely to 
have an immaterial impact. 

It is unlikely that the standard will have a material impact on the municipality's annual financial statements. 

GRAP 20: Related Parties 

The objective of this standard is to ensure that a reporting entity’s annual financial statements contain the disclosures 
necessary to draw attention to the possibility that Its financial position and surplus or deficit may have been affected by the 
existence of related parties and by transactions and outstanding balances with such parties. 

The municipality (in this standard referred to as the reporting entity) applies this standard in: 

• Identifying related party relationships and transactions; 

• identifying outstanding balances, including commitments, between the municipality and its related parties; 

• Identifying the circumstances In which disclosure of the Items In bullet one and two is required; and 

• determining the disclosures to be made about those items. 

This standard requires disclosure of related party relationships, transactions and outstanding balances, including 
commitments, in the consolidated and separate financial statements of the reporting entity In accordance with the Standard 
of GRAP on Consolidated and Separate Financial Statements. This standard also applies to individual annual financial 
statements. 

Disclosure of related party transactions, outstanding balances, including commitments, and relationships with related 
parties may affect users' assessments of the financial position and performance of the reporting entity and its ability to 
deliver agreed services, including assessments of the risks and opportunities facing the reporting entity. This disclosure 
also ensures that the reporting entity is transparent about its dealings with related parties. 

The standard states that a related party is a person or an entity with the ability to control or jointly control the other party, or 
exercise significant influence over the other party, or vice versa, or an entity that is subject to common control, or joint 
control. As a minimum, the follovring are regarded as related parties of the reporting entity: 

• A person or a close member of that person's family is related to the reporting entity If that person: 

has control or joint control over the reporting entity; 

has significant influence over the reporting entity; 

is a member of the management of the entity or its controlling entity. 

• An entity is related to the reporting entity if any of the following conditions apply: 

the entity is a member of the same economic entity (which means that each controlling entity, controlled 
entity and fellow controlled entity is related to the others); 

one entity is an associate or joint venture of the other entity (or an associate or joint venture of a member of 
an economic entity of which the other entity is a member); 
both entitles are joint ventures of the same third parly; 

one entity Is a joint venture of a third entity and the other entity is an associate of the third entity; 
the entity is a post-employment benefit plan for the benefit of employees of either the entity or an entity 
related to the entity. If the reporting entity is itself such a plan, the sponsoring employers are related to the entity; 
the entity is controlled or jointly controlled by a person Identified in (a); and 

a person identified in (a)(i) has significant influence over that entity or Is a member of the management of 
that entity (or its controlling entity). 
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2. New standards and interpretations (continued) 

The standard furthermore states that related party transaction is a transfer of resources, services or obligations between the 
reporting entity and a related party, regardless of whether a price is charged. 

The standard elaborates on the definitions and identification of: 

• close member of the family of a person; 

• management: 

• related parties; 

• remuneration; and 

• significant influence. 

The standard sets out the requirements, inter alia, for the disclosure of: 

• control; 

• related party transactions; and 

• remuneration of management. 


Only transactions with related parties where the transactions are not concluded within normal operating procedures or on 
terms that are not no more or no less favourable than the terms it would use to conclude transactions with another entity or 
person are disclosed. 

The standard requires that remuneration of management must be disclosed per person and In aggregate. 

The standard has been approved by the Accounting Standards Board, but Its effective date has not yet been determined by 
the Minister of Finance. 

The municipality expects to adopt the standard for the first time once it becomes effective. 

It Is unlikely that the standard will have a material impact on the municipality's annual financial statements. 

IGRAP 11: Consolidation - Special purpose entities 


An entity may be created to accomplish a narrow and well-defined objective (o.g. to effect a lease, research and 
development activities or a securitisation of financial assets). Such a special purpose entity (‘SPE’) may take the form of a 
corporation, trust, partnership or unincorporated entity. SPEs often are created with legal arrangements that Impose strict 
and sometimes permanent limits on the decision-making powers of their management over the operations of the SPE. 
Frequently, these provisions specify that the policy guiding the ongoing activities of the SPE cannot be modified, other than 
perhaps by its creator or sponsor (le they operate on so-called ‘autopilot’). The sponsor (or entity on whose behalf the SPE 
was created) frequently transfers assets to the SPE, obtains the right to use assets held by the SPE or performs services 
for the SPE, while other parties (‘capital providers’) may provide the funding to the SPE. An entity that engages in 
transactions with an SPE (frequently the creator or sponsor) may in substance control the SPE. A beneficial Interest in an 
SPE may, for example, take the form of a debt instrument, an equity Instrument, a participation right, a residual interest or a 
lease. Some beneficial interests may simply provide the holder with a fixed or stated rate of return, while others give the 
holder rights or access to other future economic benefits or service potential of the SPE’s activities. In most cases, the 
creator or sponsor (or the entity on whose behalf the SPE was created) retains a significant beneficial interest in the SPE’s 
activities, even though it may own little or none of the SPE’s net assets. 

The Standard of GRAP on Consolidated and Separate Financial Statements requires the consolidation of entities that are 
controlled by the reporting entity. However, the Standard of GRAP does not provide explicit guidance on the consolidation 
of SPEs. The issue Is under what circumstances an entity should consolidate an SPE. This interpretation of the Standards 
of GRAP does not apply to post-employment benefit plans or other long-term employee benefit plans to which the Standard 
of GRAP on Employee Benefits applies. 


A transfer of assets from an entity to an SPE may qualify as a sale by that entity. Even If the transfer does qualify as a sale, 
the provisions of the Standard of GRAP on Consolidated and Separate Financial Statements and this Interpretation of the 
Standards of GRAP may mean that the entity should consolidate the SPE. This Interpretation of the Standards of GRAP 
does not address the circumstances In which sale treatment should apply for the entity or the elimination of the 
consequences of such a sale upon consolidation. 

The effective date of this Interpretation is dependent on/in conjunction with the effective date of GRAP 105, 106 and 107. 
The municipality expects to adopt the interpretation for the first time In the 2016 annual financial statements. 
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2. New standards and interpretations (continued) 

It is unlikely that the interpretation will have a material Impact on the municipality's annual financial statements. 

IGRAP 12: Jointly controlled entities - Non-monetary contributions by ventures 

Paragraph .54 in the Standard of GRAP on Interests in Joint Ventures refers to both contributions and sales between a 
venturer and a joint venture as follows: 'When a venturer contributes or sells assets to a joint venture, recognition of any 
portion of a gain or loss from the transaction shall reflect the substance of the transaction*. In addition, paragraph 31 In the 
Standard of GRAP on Interests In Joint Ventures says that ‘a jointly controlled entity is a joint venture that involves the 
establishment of a corporation, partnership or other entity In v/hich each venturer has an interest . There Is no explicit 
guidance on the recognition of gains and losses resulting from contributions of non-monetary assets to jointly controlled 
entities (‘JCEs’). 

Contributions to a JCE are transfers of assets by venturers in exchange for an interest in the net asset In the JCE. Such 
contributions may take various forms. Contributions may be made simultaneously by the venturers either upon establishing 
the JCE or subsequently. The consideration received by the venturer(s) In exchange for assets contributed to the JCE niay 
also include cash or other consideration that does not depend on future cash flows of the JCE ( additional consideration ). 

The Issues are: . 

• when the appropriate portion of gains or losses resulting from a contribution of a non-monetary asset to a JCE in 
exchange for an interest in the net assets in the JCE should be recognised by the venturer In surplus or deficit; 

• how additional consideration should be accounted for by the venturer; and 

• how any unrealised gain or loss should be presented In the consolidated 

This Interpretation of the Standards of GRAP deals with the venturer’s accounting for non-monetary contributions to a JCE 
in exchange for an interest in the net assets in the JCE that Is accounted for using either the equity method or proportionate 
consolidation. 

The effective date of this interpretation Is dependent on/in conjunction with the effective date of GRAP 105, 106 and 107. 

The municipality expects to adopt the interpretation for the first time In the 2016 annual financial statements. 

It is unlikely that the interpretation will have a material impact on the municipality's annual financial statements. 

GRAP 6 (as revised 2010): Consolidated and Separate Financial Statements 

The definition of ‘minority interest’ has been amended to 'non-controlling interest’, and paragraph .60 was added by the 
Improvements to the Standards of GRAP issued in November 2010. These amendments should be applied prospectively 
for annual financial periods beginning on or after the effective date. 

Paragraph .59 was amended by Improvements to the Standards of GRAP issued in November 2010. These amendments 
should be applied prospectively for annual financial periods beginning, on or after the effective date, from the date at which 
the municipality first applied the Standard of GRAP of Non-Current Assets Held for Sale and Discontinued Operations. 

The Standards of GRAP on Transfer of Functions Between Entities Under Common Control, Transfer of Functions Betv/een 
Entities Not Under Common Control and Mergers amended paragraphs .03, .39, .47 to .50 and added paragraphs .51 to .58 
and .61 to .62. These amendments should be applied when the municipality applies the Standards of GRAP on Transfer of 
Functions BeKveen Entitles Under Common Control. Transfer of Functions Between Entities Not Under Common Control 
and Mergers. 

The effective date of this amendment in conjunction with the effective date of GRAP 105, 106 and 107. 

The municipality expects to adopt the amendment for the first time in the 2016 annual financial statements. 

It Is unlikely that the amendment will have a material impact on the municipality's annual financial statements. 

GRAP 7 (as revised 2010): Investments in Associates 

Paragraphs .03 and .42 were amended by the Improvements to the Standards of GRAP issued in November 2010. These 
amendments should be applied prospectively for annual financial period beginning on or after the effective date. 
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2. New standards and interpretations (continued) 

The Standards of GRAP on Transfer of Functions Between Entities Under Common Control, Transfer of Functions Between 
Entities Not Under Common Control and Mergers amended paragraphs .22, .28 and .38 and added paragraph .24. These 
amendments and addition should be applied when it applies the Standards of GRAP on Transfer of Functions Betv/een 
Entities Under Common Control, Transfer of Functions Between Entities Not Under Common Control and Mergers. 

The effective date of this amendment is in conjunction with the effective date of GRAP 105, 106 and 107. 

The municipality expects to adopt the amendment for the first time In the 2016 annual financial statements. 

It is unlikely that the amendment will have a material Impact on the municipality's annual financial statements. 

GRAP 8 (as revised 2010): Interests In Joint Ventures 

Paragraph .04 was amended by the Improvements to the Standards of GRAP Issued in November 2010. These 
amendments should be applied prospectively for annual financial periods beginning on or after the effective date. 

The Standards of GRAP on Transfer of Functions Between Entitles Under Common Control, Transfer of Functions Between 
Entitles Not Under Common Control and Mergers added paragraph .50 and amended paragraphs .51 and .52. These 
amendments and addition should be applied when It applies the Standards of GRAP on Transfer of Functions Betv/een 
Entities Under Common Control, Transfer of Functions Between Entities Not Under Common Control and Mergers. 

The effective date of this amendment is in conjunction with the effective date of GRAP 105, 106 and 107. 

The municipality expects to adopt the amendment for the first time in the 2016 annual financial statements. 

It is unlikely that the amendment will have a material impact on the municipality's annual financial statements. 

GRAP 32: Service Concession Arrangements: Grantor 

The standard applies to a contractual arrangement between a grantor and an operator in which the operator uses the 
service concession asset to provide a mandated function on behalf of the grantor for a specified period of time. The 
operator providing the mandated function on behalf of the grantor can either be a private party or another public sector 
entity. The standard applies to the grantor only. 

PPP agreements that are governed and regulated In terms of the PFMA and MFMA, are some of the arrangements that fall 
within the scope of GRAP 32. For any other arrangements that meet the control criteria as set out In paragraph .07 of 
GRAP 32 the principles in the standard on accounting for such arrangements will apply. 

An asset provided by the operator, or an upgrade to an existing asset, is recognised as a service concession asset with a 
corresponding liability, being the performance obligation. If certain criteria and conditions are met. 

The standard has been approved by the Accounting Standards Board, but Its effective date has not yet been determined by 
the Minister of Finance. 

The municipality expects to adopt the standard for the first time once it becomes effective, and is likely to have an 
immaterial Impact. 

It is unlikely that the standard will have a material impact on the municipality's annual financial statements. 

GRAP 108: Statutory Receivables 

GRAP 108 only deals with those receivables that arise from legislation or an equivalent means, such as regulations, bylaws 
or other documents issued in terms of legislation, such as ministerial orders and cabinet or municipal council decisions. 
Therefore In order to be statutory in nature specific legislation should require the municipality to undertake the transactions, 
such as outlining who should be taxed and at what rates and amounts. 
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2. New standards and interpretations (continued) 

Statutory receivables are not contractual receivables, the latter of which would normally meet the definition of a financial 
asset and will be within the scope of the Standard of GRAP on Financial Instruments. Statutory receivables are not 
voluntarily entered Into as with contractual receivables because they arise as a result of specific legislative requirements. 

Statutory receivables are Initially measured at their transaction amount and subsequently using the cost method. 

Under the cost method, the initial measurement of the receivable is changed subsequent to initial recognition to reflect any: 

• interest or other charges that may have accrued on the receivable (where applicable); 

• Impairment losses; and 

• amounts derecognised. 

The standard has been approved by the Accounting Standards Board, but its effective date has not yet been determined by 
the Minister of Finance. 

The municipality expects to adopt the standard for the first time once it becomes effective, and is likely to have an 
immaterial impact. 

The adoption of this standard is not expected to impact on the results of the municipality, but may result in more disclosure 
than is currently provided in the annual financial statements. 

IGRAP 17: Service Concession Arrangements where a Grantor Controls a Significant Residual interest in an Asset 

This interpretation provides guidance to the grantor where it has entered into a service concession arrangement, but only 
controls, through ovmership, beneficial entitlement or other^vise. a significant residual interest in a service concession asset 
at the end of the arrangement, where the arrangement does not constitute a lease. 

A service concession arrangement is a contractual arrangement beKveen a grantor and an operator in which the operator 
uses the service concession asset to provide a mandated function on behalf of the grantor for a specified period of time. 
The operator is compensated for its services over the period of the service concession arrangement, either through 
payments, or through receiving a right to earn revenue from third party users of the service concession asset, or the 
operator Is given access to another revenue-generating asset of the grantor for its use. 

Before the grantor can recognise a service concession asset in accordance with the Standard of GRAP on Service 
Concession Arrangements: Grantor, both the criteria as noted in paragraph .01 of this interpretation need to be met. In 
some service concession arrangements, the grantor only controls the residual Interest in the service concession asset at 
the end of the arrangement, and can therefore not recognise the service concession asset in terms of the Standard of 
GRAP on Service Concession Arrangements: Grantor. 

This Interpretation concludes on the recognition of the performance obligation and the right to receive a significant interest 
in a service concession asset. 

The interpretation has been approved by the Accounting Standards Board, but its effective date has not yet been 
determined by the Minister of Finance. 

The municipality expects to adopt the interpretation for the first time once it becomes effective, and is likely to have an 
immaterial impact. 

It is unlikely that the interpretation will have a material impact on the municipality's annual financial statements. 

Directive 11: Changes in Measurement Bases Following the Initial Adoption of Standards of GRAP 

The objective of this directive is to permit the municipality to change its measurement bases following the initial adoption of 
Standards of GRAP. The change is based on the principles in the Standard of GRAP on Accounting Policies, Changes in 
Accounting Estimates and Errors. This directive should therefore be read in conjunction with the Standard of GRAP on 
Accounting Policies, Changes in Accounting Estimates and Errors. 
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2. New standards and interpretations (continued) 

In applying paragraph 13(b) of the Standard of GRAP on Accounting Policies, Changes in Accounting Estimates and Errors, 
this directive allows the municipality, that has initially adopted the fair value model for investment property or the revaluation 
model for property, plant and equipment, Intangible assets or heritage assets, to change its accounting policy on a once-off 
basis to the cost model when the municipality elects to change its accounting policy following the initial adoption of these 
Standards of GRAP. The once-off change will be allowed when the municipality made an inappropriate accounting policy 
choice on the initial adoption of the Standards of GRAP. 

Subsequent to the application of this directive, the municipality will be allowed to change its accounting policy in future 
periods subject to it meeting the requirements in the Standard of GRAP on Accounting Policies, Changes in Accounting 
Estimates and Errors. 

The effective date of the directive is for years beginning on or after 01 April 2015. 

The municipality expects to adopt the directive for the first time in the 2016 annual financial statements. 

The adoption of this standard is not expected to impact on the results of the municipality, but may result in more disclosure 
than is currently provided in the annual financial statements. 
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Figures in Rand 

2015 

2014 

3. Cash and cash equivalents 



Cash and cash equivalents consist of: 



Cash on hand 

8 738 

8 738 

Bank balances 

2 293 764 

7 340 329 


2 302 502 

7 349 067 

The municipality had the following bank accounts 



Account number / description Bank statement balances 

Cash book balances 

30 June 2015 30 June 2014 30 June 2013 

30 June 2015 30 June 2014 

30 June 2013 

First National Bank - Current 3 594 086 7 957 943 13 993 617 

2 293 764 7 340 329 

13 516 735 

account - 522000363994 



4. Receivables from exchange transactions (for municipalities) 



Gross balances 



Electricity 

13 110774 

11 954 447 

Refuse 

9 968 372 

9 385 556 

Sundry debtors 

3 655 192 

2 882 451 


26 734 338 

24 222 454 

Less: Allowance for impairment 



Electricity 

(1 710 452) 

(1 629 002) 

Refuse 

(9185 256) 

(8 747 862) 

Fines and licensing services 

(2 730 522) 

(2 600 496) 


(13 626 230) 

(12 977 360) 

Net balance 



Electricity 

11 400 322 

10 325 445 

Refuse 

783 116 

637 694 

Fines and licensing services 

924 670 

281 954 


13 108108 

11 245 093 

Electricity 



Current (0 -30 days) 

10 180 591 

9 382 178 

31-60 days 

410 253 

520 937 

61 - 90 days 

809 478 

422 330 


11 400 322 

10 325 445 

Refuse 



Current (0 -30 days) 

392 768 

277 146 

31 - 60 days 

264 956 

185 303 

61 - 90 days 

125 392 

175 245 


783 116 

637 694 

Other (specify) 



Current (0 -30 days) 

17 484 

190 443 

31-60 days 

107 908 

64 721 

61-90 days 

799 278 

26 790 


924 670 

281 954 
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Figures in Rand 

2015 

2014 

4. Receivables from exchange transactions (for municipalities) (continued) 

Summary of receivables (exchange and non exchange) by customer classification 



Consumers 

Current (0 -30 days) 

1 471 073 

5 425 354 

31 - 60 days 

764 847 

960 429 

61 - 90 days 

893 862 

860 679 

> 90 days 

40 545 338 

48 229 905 


43 675120 

55 476 367 

Industrial/ commercial 

Current (0 -30 days) 

12 790 075 

5 193 193 

31 - 60 days 

691 326 

755 653 

61 - 90 days 

439 544 

558 434 

> 90 days 

25 040 523 

8 103 412 


38 961 468 

14 610 692 

National and provincial government 

Current (0 -30 days) 

2 659 045 

1 574 797 

31 - 60 days 

1 337 577 

2 637 405 

61 - 90 days 

1 249 766 

934 384 

> 90 days 

28 608 451 

17 249 376 


33 854 839 

22 395 962 

Total 

Current (0 -30 days) 

16 920 192 

12 844 959 

31 - 60 days 

2 793 750 

5 229 833 

61 - 90 days 

2 583 171 

2 527 715 

121 -365 days 

94 194 312 

73 633 010 


116 491 425 

94 235 517 

Less: Allowance for Impairment 

(46 662 933) 

(38 764 965) 


69 828 492 55 470 552 


Less: Allowance for impairment 

Current (0 -30 days) 

(13 175 982) 

(10 310 939) 

31 - 60 days 

(450 248) 

(1 647 306) 

61 - 90 days 

- 

(968 798) 

91 - 120 days 

" 

(50 317) 


(13 626 230) 

(12 977 360) 

Sundry 

Current (0 -30 days) 

150 299 

651 615 

31 - 60 days 

18 131 

876 345 

61 - 90 days 

66187 

174 219 

> 90 days 

946 180 

50 317 


1 180 797 1 752 496 


Reconciliation of allowance for impairment 

Balance at beginning of the year 

(12 977 360) 

(14 116 323) 

Contributions to allov/ance 

(13 626 230) 

(13 595 693) 

Reversal of allowance 

12 977 360 

14 734 656 


(13 626 230) 

(12 977 360) 
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4. Receivables from exchange transactions (for municipalities) (continued) 

Consumer debtors pledged as security 
None of the receivables were pledged as security. 

Credit quality of receivables from exchange transactions 

The credit quality of receivables from exchange transactions that are neither past nor due nor impaired can be assessed by 
reference to external credit ratings (If available) or to historical information about counterparty default rates. 

Receivables from exchange transactions impaired 

As of 30 June 2015, receivables from exchange transactions of R 46 662 933 (2014; R 38 764 965) were impaired and 
provided for. 

The ageing of these receivables Is as follows: 


Over 90 days 

5. Other receivables from exchange transactions 

46 662 933 

38 764 965 

Hostel redevelopment and upgrading 

29 246 331 

29 246 331 

Stamps on hand 

2 036 

2 036 

Department of Health 

6. Receivables from non-exchange transactions 

357 535 

29 605 902 

357 535 

29 605 902 

Fines 

1 205 680 

- 

Property rates 

Receivables from non-exchange transactions pledged as security 

None of the receivables from non-exchange transactions were pledged as security. 

Credit quality of receivables from non-exchange transactions 

56 324 182 

57 529 862 

44 225 458 

44 225 458 

The credit quality of receivables from non-exchange transactions that are neither past nor due nor impaired can 
by reference to external credit ratings (if available) or to historical information about counterparty default rates: 

7. VAT receivable 

be assessed 

VAT receivable 

5 613 754 

16 082 644 
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9. Intangible assets (continued) 
Reconciliation of Intangible assets - 2015 


Opening Amortisation Total 
balance 

Computer softv/are 437 980 (223 683) 214 297 


Reconciliation of intangible assets - 2014 


Opening Additions Amortisation Total 
balance 

Computer softv/are 604 447 6 361 (172 828) 437 980 


Pledged as security 

None of the above intangible assets have been pledged as security. 

A register containing the information required by section 63 of the Municipal Finance Management Act is available for 
inspection at the registered office of the municipality. 

10. Heritage assets 




2015 



2014 



Cost / 
Valuation 

Accumulated 

impairment 

losses 

Carrying value 

Cost/ 

Valuation 

Accumulated 

Impairment 

losses 

Carrying value 

Historical buildings 

9 246 170 

- 

9 246 170 

8 244 763 

- 

8 244 763 


Reconciliation of heritage assets 2015 


Historical buildings 


Opening Revaluation Total 

balance increase/(decr6 

ase) 

8 244 763 1 001 407 9 246 170 


Reconciliation of heritage assets 2014 


Opening Total 

balance 

Historical buildings 8 244 763 8 244 763 


Pledged as security 

None of the above heritage assets have been pledged as security. 

A register containing the Information required by section 63 of the Municipal Finance Management Act is available for 
inspection at the registered office of the municipality. 

Revaluations 

Heritage assets were revalued by an Independent valuer DB Grobler as at 30 June 2015. The current replacement cost was 
used to determine the value of the movable assets. The replacement cost was determined by using National Inventory Data 
(NID) database. Direct comparison method has been used to determine fair values which Includes the analysis of two 
comparable properties. Comparisons and adaptations were made to determine the value of the specific property as no property 
is not the same. In the absence of sufficient comparable transactions case law may be used. Due to the revaluation of heritage 
assets a reserve of R1, 001 407 was created and there are no restrictions on this reserve. 
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11. Investments 



Total other financial assets 

5 819 995 

31 648 296 

Current portion 



FNB - Account number: 62033811995 

967 060 

- 

FNB 32-day Call Account - Housing Operating - Account number: 74407973409 

2 249 082 

2 120 241 

FNB Call Account - Account number: 74453547422 

- 

6 076 932 

FNB Call Account - Account number: 62033811995 

- 

3 124 373 

FNB Money Market - INEP - Account number: 62347581060 

39 015 

4 837 200 

FNB Money Market - MIG - Account number: 62281385130 

342 505 

7 015 250 

FNB Money Market - NDPG - Account number: 62232266991 

32 038 

31 007 

FNB Money Market - Small Town Rehabilitation - Account number: 

1 556 409 

6 659 816 

62347582050 



FNB MSIG - Account number: 62216024737 

524 096 

484 737 

Standard Bank - Account number: 12528 

12 528 

12 528 

FNB Fixed Deposit - Account number: 71021254116 

36 246 

- 

FNB Fixed Deposit - Account number: 7106697123 

14 000 

- 

FNB Land Sales - Account number: 62216019019 

12 970 

1 201 947 

ABSA Call Account - Account number: 9106646490 

983 

956 

NB Fixed Deposit - Account number: 71048724530 

- 

11 000 


5 786 932 

31 575 987 

Non current portion 



FNB Fixed Deposit - Account number: 71048724530 

11 000 

- 

FNB Fixed Deposit - Account number: 71021254116 

- 

36 246 

FNB Fixed Deposit - Account number: 7106697123 

- 

14 000 

Nedbank Fixed Deposit - Account number: 19542952 

22 063 

22 063 


33 063 

72 309 


12. Inventories 



Consumable stores 

2 547 219 

1 289 560 


Inventory pledged as security 

None of the inventory transactions were pledged as security. 
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13. Employee benefit obligations 

Defined benefit plan 

Post retirement benefit plan 

The municipality makes provision for port-retirement benefits to eligible councilors and employees, who belong to different 
pension schems. 

All councillors belong to the pension fund for municipal councillors. 

Employees belong to a variety of approved pension and provident funds. 

These funds are are governed by the Pension Funds Act of 1956 and include both devined benefit and devined contribution 
schemes. All of these funds are multi-employer plans and are subject to eithera tri-annual, bi-annual or annual actuarial 
valuation. 

Sufficient information is not available to use defined benefit accounting for the pension and retirement funds, due to the 
following reasons: 

(i) The assets of each fund are held in one portfolio and are not notlonally allocated to each of the participating employers. 

(il) One set of financial statements are compiled for each fund and financial statements are not drafted for each participating 
employer. 

(iii) The same rate of contribution applies to all participating employers and no regard is paid to differences in the membership 
distribution of the participating employers. 

It is therefore seen that each fund operates as a single entity and is not divided Into sub-funds for each participating employer. 
The only obligation of the municipality with respect to the retirement benefit plans is to make the specified contributions. Where 
councillors or employees leave the plans prior to full vesting of the contributions, the contributions payable by the municipality 
are reduced by the amount of forfeited contributions. 

The total expense recognised in the Statement of Financial Performance represents contributions payable to these plans by 
the municipality at rates specified in the rules of the plans. These contributions have been expensed. 

Post retirement medical aid plan 

The municipality provides certain post-retirement health care benefits by funding the medical aid contributions of gualifying 
retired members of the municipality. According to the rules of the Medical Aid Funds, with which the muncipallty Is associated, 
a member (who is on the current Conditions of Service) Is entitled to remain a continued member of such medical aid fund on' 
retirement, in which case the municipality Is liable for a certain portion of the medical aid membership fee. The municipality 
operates an unfunded defined benefit plan for these qualifying employees. No other post-retirement benefits are provided to 
these employees. 

The most recent actuarial valuations of plan assets and the present value of the defined benefit obligation were carried out at 
30 June 2015 by One Pangaea Financial. The present value of the defined benefit obligation, and the related current service 
cost and past service cost, were measured using the Projected Unit Credit Method. 

Long service awards 

According to the rules of the long service awards scheme, which the municipality instituted and operates, an employee (who Is 
on the current conditions service), is entitled to a cash allov/ances calculated In terms of the rules of the scheme, after 10, 15, 
20, 25 and 30 years of continued service. 
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13. Empioyee benefit obiigations (continued) 

The amounts recognised in the statement of financiai position are as follows: 
Carrying vaiue 


Present value of the defined benefit obligation-wholly unfunded 

(17 618 000) 

(16 766 000) 

Present value of long service awards obligation 

(5 235 000) 

(4 221 000) 


(22 853 000) 

(20 987 000) 

Non-current liabilities 

(22 116 635) 

(19 884 000) 

Current liabilities 

(736 365) 

(1 103 000) 


(22 853 000) 

(20 987 000) 

Changes in the present value of the defined benefit obligation are as follows: 

Opening balance 

(16 766 000) 

(16 766 000) 

Contributions by plan participants 

(1 393 000) 

- 

Actuarial gains (losses) 

(562 000) 

- 

Benefits paid 

1 103 000 

- 


(17 618 000) 

(16 766 000) 

Changes in the present value of the long service award obligation are as follows: 

Opening balance 

(4 221 000) 

_ 

Provision for the year 

(1 014 000) 

(4 221 000) 


(5 235 000) 

(4 221 000) 

Net expense of the long service awards obligation recognised in the statement of financial performance 


Opening balance (ignore) 

(4 221 000) 

_ 

Current service cost 

(842 000) 

- 

Past service cost 

- 

(4 221 000) 

Actuarial gains (losses) 

(382 000) 

- 

Expected benefit payments 

210 000 

- 


(5 235 000) 

(4 221 000) 


Key assumptions used 
Assumptions used at the reporting date: 


Discount rates used 

7,75 % 

8,55 % 

Consumer price Inflation 

6,07 % 

6,33 % 

Salary Increase rate 

7,07 % 

7,33 % 

Net discount rate 

0,64 % 

1,14 % 
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1 3. Employee benefit obligations (continued) 

Other assumptions 

Assumed healthcare cost trends rates have a significant effect on the amounts recognised in surplus or deficit. A one 
percentage point change in assumed healthcare cost trends rates would have the following effects: 


One One 

percentage percentage 

point Increase point 

decrease 

Effect on the aggregate of the service cost 163 000 141 000 

Effect on defined benefit obligation (1 9 539 000) (1 5 963 000) 

Effect on the aggregate of the interest cost 1 614 000 1 310 000 


Service cost was nil due to the fact that the participants to this benefit arrangement are all pensioners and the service cost was 
fully accrued for at retirement. 


Amounts for the current and previous four years are as follows 

2015 2014 2013 2012 2011 

Defined benefit obligation (17 618 000) (16 766 000) (15 122 000) (12 601 000) (11 288 000) 

Long service awards obligation (5 235 000) (4 221 000) 

14. Loans and receivables 


Loans and receivables - At amortised cost 473 433 507 847 

The loans are secured by the land sold. No provisions have been made for 
doubtful debts as the debts owing are considered recoverable. 


15. Revaluation reserve 

The revaluation of the heritage assets was performed on 30 June 2015 and resulted in an increase in the revaluation reserve. 

Change during the year 

1 001 407 

- 

16. Housing Operating account 

Housing operating account 

1 095 260 

1 095 260 

1 7. Payables from exchange transactions 

Trade payables 

35 919 724 

31 620 796 

Accrued leave pay 

9 272 940 

8 454 162 


45 192 664 

40 074 958 

1 8. Consumer deposits 

Electricity 

3 078 663 

3 040 779 


Guarantees held in lieu of electricity deposits R 3,078,663 (2014: R 3.040,779) 
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19. Finance lease obligation 



Minimum lease payments due 

- within one year 

- in second to fifth year Inclusive 

- later than five years 

4 027 659 

10 894 172 
(2 367 066) 

4 787 544 
14 839 247 

less: future finance charges 

12 554 765 

19 626 791 
(5 287 181) 

Present value of minimum lease payments 

12 554 765 

14 339 610 

Present value of minimum lease payments due 
-within one year 
- In second to fifth year Inclusive 

4 189 800 

8 364 965 

3 032 408 
11 307 202 


12 554 765 

14 339 610 

Non-current liabilities 

Current liabilities 

8 991 289 

2 550 075 

11 307 202 

3 032 408 


11 541 364 

14 339 610 


It is municipality policy to lease certain motor vehicles and equipment under finance leases. 

Interest rates are linked to prime at the contract date. All leases have fixed repayments and no arrangements have been 
entered Into for contingent rent. 

The municipality’s obligations under finance leases are secured by the lessor's charge over the leased assets. Refer note 1.3. 
20. Unspent conditional grants and receipts 
Unspent conditional grants and receipts comprises of: 


Unspent conditional grants and receipts 


Good governance grant 

84 547 

84 547 

Small town rehabilitation grant 

2 344 649 

1 1 599 065 

INEP 

19 363 

1 644 471 

Municipal infrastructure grant 

(1) 

5 482 793 

Municipal systems infrastructure grant 

- 

2 450 

Sports infrastructure grant 

1 912 

108 617 


2 450 470 

18 921 943 

Movement during the year 

Balance at the beginning of the year 

18 921 942 

16 840 549 

Additions during the year 

86 769 450 

74 033 000 

Income recognised during the year 

(103 240 922) 

(71 951 607) 


2 450 470 

18 921 942 


These amounts are invested in a ring-fenced investment until utilised. 
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22. Long term loan 

Current portion of long term loans 

1 387 117 

366 635 

Non-current portion of long term loans 

9 685 257 

8 103 043 


11 072 374 

8 469 678 

23. Sundry loans 

Current portion of sundry loans 

733 660 

733 660 

24. Revenue 

Service charges 

178 835 772 

175 220 102 

Property rates 

62 922 501 

60 174 153 

Property rates - penalties imposed 

9 242 403 

7 164 545 

Government grants and subsidies 

103 240 922 

71 951 607 

Interest received - investment 

2 573 293 

2 442 844 

Rendering of services 

1 963 749 

2 136 653 

Licences and permits 

5 691 779 

4 853 595 

Administration and management fees received 

70 745 

67 979 

Fees earned 

27 372 

92 477 

Commissions received 

- 

447 581 

Rental income 

330 321 

463 433 

Other Income 

1 573 000 

483 104 

Fines, penalties and forfeits 

1 283 300 

62 090 

The amount included in revenue arising from exchanges of goods or 
services are as follows: 

367 755 157 

325 560 163 

Service charges 

178 835 772 

175 220 102 

Rendering of services 

1 963 749 

2 136 653 

Licences and permits 

5 691 779 

4 853 595 

Administration and management fees received 

70 745 

67 979 

Fees earned 

27 372 

92 477 

Commissions received 

- 

447 581 

Rental income 

330 321 

463 433 

Other income 

1 573 000 

483 104 

Interest received - investment 

2 573 293 

2 442 844 

The amount included in revenue arising from non-exchange transactions 
is as follows: 

Taxation revenue 

191 066 031 

186 207 768 

Property rates 

62 922 501 

60 174 153 

Property rates - penalties imposed 

Transfer revenue 

9 242 403 

7 164 545 

Government grants and subsidies 

103 240 922 

71 951 607 

Fines, penalties and forfeits 

1 283 300 

62 090 


176 689126 

139 352 395 

25. Service charges 

Sale of electricity 

172 208 017 

168 690 974 

Refuse removal 

6 627 755 

6 529 128 


178 835 772 

175 220 102 
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26. Investment revenue 

Interest revenue 
Bank 

Interest charged on trade and other receivables 
Interest on investments 
Interest received - other 


27. Property rates 



Rates received 

Property rates 

94 662 103 

92 592 250 

Less: Income forgone 

(31 739 602) 

(32 418 097) 


62 922 501 

60 174 153 

Property rates - penalties imposed 

9 242 403 

7 164 545 


72 164 904 

67 338 698 

Valuations 

Agriculture 

657 264 000 

643 174 000 

Agricultural smallholding 

115 662 000 

116 207 000 

Commercial 

456 067 000 

453 067 000 

Communal property association 

210 737 000 

265 797 000 

Industrial 

391 305 000 

396 560 000 

Institutional 

20 442 000 

19 392 000 

Municipal 

178 935 400 

179 075 400 

Conservation NEMA 

10 000 000 

10 000 000 

Public benefit organisation 

830 000 

830 000 

Public service infrastructure 

40 662 000 

40 662 000 

Recreational club 

1 751 000 

1 751 000 

Residential 

1 750 146 500 

1 744 225 500 

Residential - Informal 

21 938 000 

21 938 000 

Residential - hospitality 

27 225 000 

27 225 000 

Sectional title - commercial 

12 765 000 

12 765 000 

Sectional title - residential 

75 510 000 

63 180 000 

Sectional title - residential hospitality 

2 450 000 

2 450 000 

State-owned 

843 864 000 

796 681 000 

Place of worship 

69 003 000 

69 003 000 


4 886 556 900 

4 863 982 900 


Valuations on land and buildings are performed every 4 years. The last general valuation came into effect on 1 July 2013. 
Interim valuations are processed on an annual basis to take into account changes in individual property values due to 
alterations and subdivisions. 

Rates are levied on an annual basis and are payable on the first of each month. Interest at 1.5% per month (2014: 1.5% per 
month) and a collection fee of 10% per annum (2014: 10% per annum), is levied on rates outstanding two months after due 
date. 

The new general valuation will be implemented on 01 July 2017. 


378 584 524 394 

423 203 668 065 

1 724 907 1 196 383 

46 599 54 002 

2 573 293 2 442 844 
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28. Government grants and subsidies 


Operating grants 


Equitable share 

40 230 450 

33 196 000 

EPWP grant 

1 000 000 

1 000 000 

Caretaker maintenence grant 

- 

300 000 

Sports Infrastructure grant 

631 705 

1 466 383 

Museum 

302 000 

568 000 

Provincialisation of libraries 

1 950 000 

1 878 000 

Community library services grant 

126 000 

240 000 

Municipal systems Improvement grant 

936 450 

887 550 


45 176 605 

39 535 933 

Capital grants 

Municipal Infrastructure grant 

19 729 264 

10 941 500 

INEP 

9 980 637 

10 555 529 

Neighbourhood development partnership grant 

14 500 000 

7 439 585 

Small town rehabilitation grant 

12 254 416 

1 929 060 

Finance management grant 

1 600 000 

1 550 000 


58 064 317 

32 415 674 


103 240 922 

71 951 607 

Conditional and Unconditional 



Included in above are the following grants and subsidies received: 



Conditional grants received 

45 176 605 

39 535 933 

Unconditional grants received 

58 064 317 

32 415 674 


103 240 922 

71 951 607 


Equitable share 

in terms of the Constitution, this grant is used to subsidise the provision of basic services to indigent community members. 
100% of the grant is used to subside the indigent community. 

EPWP Grant 

Balance unspent at beginning of year - 1 000 000 

Current - year receipts 1 000 000 

Conditions met - transferred to revenue (1 000 000) (1 000 000) 


Caretaker maintenance grant 

300 000 
(300 000) 


Current - year receipts 

Conditions met - transferred to revenue 


Conditions were met during the previous year. No further grant was received during the current year. 

Finance management grant 

Current - year receipts 1 600 000 1 550 000 

Conditions met - transferred to revenue (1 600 000) (1 550 000) 
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Conditions were met during the year. 

Sport infrastructure grant 

Balance unspent at beginning of year 

Current - year receipts 

Conditions met - transferred to revenue 

Conditions still to be met - remain liabilities (see note 20). 

The grant is for the upgrading of sports facilities In the local community. 

Museum grant 

Current - year receipts 

Conditions met - transferred to revenue 

Conditions were met during the current year.. 

Provincialisation of libraries grant 

Current - year receipts 

Conditions met - transferred to revenue 


Conditions were met during the current year. 

Community library services grant 

Current - year receipts 

Conditions met - transferred to revenue 


Conditions were met during the current year. 

Municipal systems improvement grant 

Balance unspent at beginning of year 

Current - year receipts 

Conditions met - transferred to revenue 


Conditions were met during the current year. 

Municipal infrastructure grant 

Balance unspent at beginning of year 

Current - year receipts 

Conditions met - transferred to revenue 


2015 

2014 

108 617 

525 000 
(631 705) 

525 000 

1 050 000 
(1 466 383) 


1 912 108 617 


302 000 
(302 000) 

568 000 
(568 000) 

1 950 000 
(1 950 000) 

1 878 000 
(1 878 000) 

126 000 
(126 000) 

240 000 
(240 000) 

2 450 

934 000 
(936 450) 

890 000 
(887 550) 

- 

2 450 

5 482 793 

14 246 471 
(19 729 264) 

1 263 293 
15 161 000 
(10 941 500) 

- 

5 482 793 


Conditions were met during the current year. 
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28. Government grants and subsidies (continued) 


INEP 


Balance unspent at beginning of year 
Current - year receipts 
Conditions met - transferred to revenue 

19 363 1 644 471 


1 644 471 

8 355 529 12 200 000 

(9 980 637) (10 555 529) 


The grant is used for the installation, rehabilitation and refurbishment of electricity infrastructure at a local level to support 
sustained supply of electricity and to eradicate the electrification backlogs. 

Neighbourhood development partnership grant 

Balance unspent at beginning of year - 7 439 585 

Current - year receipts 14 500 000 

Conditions met - transferred to revenue (14 500 000) (7 439 585) 


Conditions were met during the current year. 
Small town rehabilitation grant 


Balance unspent at beginning of year 

Current - year receipts 

Conditions met - transferred to revenue 


11 599 065 
3 000 000 
(12 254 416) 

2 344 649 


7 528 124 
6 000 000 
(1 929 059) 

11 599 065 


The grant is allocated to small towns to rejuvenate and encourage growth and youth developinent. 

Good governance grant 

Balance unspent at beginning of year 84 547 84 547 


This grant is used to assist the municipality in achieving good governance. 
29. Employee related costs 


Basic 

Bonus 

Medical aid - company contributions 

UIF 

SDL 

Leave pay provision charge 
Defined contribution plans 
Overtime payments 
Long-service awards 
Car allowance 

Housing benefits and allowances 

Group life insurance 

Other payroll levies 

Other allowances 

Pension funds 

Redemption of leave 

Long-term benefits - incentive scheme 


51 699 855 

45 232 958 

4 148 603 

3 989 443 

3 910 006 

3 510 244 

496 800 

450 067 

661 723 

600 463 

818 778 

1 776 252 

- 

1 644 000 

3 519 273 

2 882 673 

- 

4 224 000 

1 701 243 

1 660 893 

295 980 

222 868 

391 694 

365 200 

32 863 

30 105 

878 057 

905 276 

7 311 585 

7 563 770 

243 040 

279 460 

746 813 

- 

76 856 313 

75 337 672 
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29. Employee related costs (continued) 



Remuneration of Ms PN Njoko - Municipal Manager 

Annual remuneration 

926 222 

1 oil 722 

Travel allowance 

- 

10 638 

Leave pay 

27 802 

- 

Subsistence allowance 

4 400 

- 

Contributions to UIF, medical and pension funds 

1 636 

960 060 

1 785 

1 024 145 

Remuneration of Mr MJ Zulu - Chief Financial Officer 

Annual remuneration 

630 000 

380 100 

Car allowance 

192 000 

112 000 

Subsistence allowance 

44 140 

17 988 

Telephone allowance 

26 215 

15 292 

Contributions to UIF, medical and pension funds 

1 785 

894 140 

1 041 

526 421 

Remuneration of Mr EH DIadIa - Director Planning, Economic and Social services 

Annual remuneration 

616 281 

501 000 

Travel allowance 

172 750 

172 750 

Telephone allowance 

31 050 

31 050 

Housing allowance 

86 665 

86 665 

Acting Allowance 

- 

40 000 

Contributions to UIF, medical and pension funds 

1 785 

1 785 

Bonuses 

42 606 

41 750 

Subsistence and travelling 

15 399 

1 639 


966 536 876 639 


Remuneration of Mr HB Chotoo - Director Corporate Services 

Annual remuneration 

1 162 043 

659 304 

Acting CFO Allowance 

9 256 

1 419 

Subsistence and travelling 

71 990 

35 012 

Contributions to UIF, medical and pension funds 

1 785 

1 785 


1 245 074 

697 520 

Remuneration of Mr PPS Zamisa - Director Technical Services 

Annual remuneration 


290 556 

Travel allowance 

- 

120 000 

Housing allowance 

- 

9 395 

Leave pay 

- 

• 67 299 

Contributions to UIF, medical and pension funds 

- 

1 338 

Telephone allowance 

- 

6 400 


- 

494 988 

Mr PPS Zamisa vacated his office on 21 February 2013 and his outstanding 

leave was settled 


The remuneration of staff Is within the upper limits of the SALGA Bargaining 
Government Gazzet 37281, 29 January 2014. 

Council determinations and as deterined by 
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30. Remuneration of councillors 


Executive Mayor 
Deputy Executive Mayor 
Speaker 
Councillors 

Defined benefit plan: Service costs 


743 724 
606 324 
603 190 
3 068 725 
479 800 


5 501 763 


645 585 
469 773 
513 682 
2 977 689 
429 382 


5 036 111 


In-kind benefits 

The Mayor, Deputy Mayor and Speaker are full-time. Each is provided with an office and secretarial support at the cost of the 
Council. 

The remuneration of the political office-bearers and councillors are within the upper limits as determined by the framework 
envisaged in section 219 of the Constitution. 
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30. Remuneration of councillors (continued) 





2015 

Annual 

Travel 

Contibutions 

Total 


remuneration 

allowance 

to medical 





and pension 





funds 


Executive Mayor - DIamini, DB 

468 584 

204 852 

70 288 

743 724 

Deputy Executive Mayor - DIamini, BA 

359 841 

175 227 

71 256 

606 324 

Speaker - Nunes, CJS 

374 867 

172 093 

56 230 

603 190 

Councillor - Chetty, U 

140 575 

78 355 

21 086 

240 016 

Councillor -DIadIa, BS 

140 575 

78 355 

21 086 

240 016 

Councillor - Dubazane, TC 

140 575 

78 355 

21 086 

240 016 

Councillor - Duma, TG 

140 575 

95 415 

21 086 

257 076 

Councillor - Gericke, RP 

140 575 

78 355 

21 086 

240 016 

Councillor - Lite, E 

140 575 

80 105 

21 086 

241 766 

Councillor - Magubane, SD 

140 575 

86 108 

21 086 

247 769 

Councillor - Majola, EM 

193 291 

119619 

28 994 

341 904 

Councillor - Mchunu, ME 

140 575 

91 695 

21 086 

253 356 

Councillor - Mlambo, SM 

140 575 

92 905 

21 086 

254 566 

Councillor - MIele, SC 

140 575 

94 445 

21 086 

256 106 

Councillor - Sulieman, B 

161 661 

78 355 

_ 

240 016 

Councillor- Vilakazi, KA 

140 575 

93 925 

21 086 

255 586 

Councillor - Zwane, Z 

140 575 

78 355 

21 086 

240 016 


3 245 144 

1 776 519 

479 800 

5 501 463 


2014 

Annual 

Travel 

Contibutions 

Total 

Executive Mayor - DIamini, BD 

remuneration 

442 060 

allowance 

203 525 

to medical 
and pension 
funds 

66 309 

711 894 

Speaker - Nunes, CJS 

353 649 

160 033 

53 047 

566 729 

Councillor - Chetty, U 

34 937 

19 790 

4 973 

59 700 

Councillor - DIadIa, BS 

132 618 

75 305 

19 893 

227 816 

Councillor - DIamini, BA 

318 838 

150 935 

47 826 

517 599 

Councillor - Dubazane, TC 

132 618 

75 305 

19 893 

227 816 

Councillor - Duma, TG 

132 618 

75 305 

19 893 

227 816 

Councillor - Gericke, RP 

132 618 

75 305 

19 893 

227 816 

Councillor - Lite, E 

132 618 

75 305 

19 893 

227 816 

Councillor - Magubane, SD 

132 618 

77 696 

19 893 

230 207 

Councillor - Majola, EM 

182 350 

111 465 

27 352 

321 167 

Councillor - Mchunu, ME 

132 618 

75 305 

19 893 

227 816 

Councillor - Mlambo, SM 

132 618 

75 305 

19 893 

227 816 

Councillor - MIele, SC 

132 618 

75 305 

19 893 

227 816 

Councillor - Sulieman, B 

152 511 

75 305 


227 816 

Councillor Vahed, DM 

71 300 

40 487 

11 052 

122 839 

Councillor -Vilakazi. KA 

132 618 

75 305 

19 893 

227 816 

Councillor - Zwane, Z 

132 618 

75 305 

19 893 

227 816 


3 014 443 

1 592 286 

429 382 

5 036 111 

31. Debt impairment 

Contributions to allowance for impairment 

Bad debts written off 



7 897 968 

8 857 568 

16 755 536 

3 851 829 
10 600 279 

14 452 108 
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32. Depreciation and amortisation 

Property, plant and equipment 

47 302 729 

38 491 598 

Intangible assets 

223 682 

172 359 


47 526 411 

38 663 957 

33. Finance costs 

Non-current borrowings 

135 515 

11 766 

Finance leases 

5 509 573 

1 625 403 

Capitalised 

114 357 

- 

Bank overdraft 

4 034 

23 089 

Other interest paid 

495 529 

- 


6 259 008 

1 660 258 

34. Bulk purchases 

Electricity 

143 811 396 

132 912 833 


Electricity losses 

Electricity losses amounted to 12 514 789, or 6.18% of the total units purchased. 

35. Contracted services 

Information technology services 
Monitoring consulting services 
Specialist services 
Legal advisory services 

8 362 411 2 991 314 


1 034 085 924 657 

6 401 790 1 009 918 

716 965 757 092 

209 571 299 647 
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36. General expenses 



Advertising 

140 903 

512 741 

Auditors remuneration 

1 207 695 

1 171 704 

Bank charges 

395 352 

561 709 

Cleaning 

222 478 

115 154 

Commission paid 

2 064 104 

2 275 191 

Computer maintenance expenses 

45 075 

89 075 

Chemicals 

35 638 

61 544 

Staff refreshments 

16 685 

10 948 

Donations 

289 080 

488 709 

Entertainment 

100 120 

60 017 

Insurance 

997 922 

1 021 176 

Conferences and seminars 

360 079 

164 999 

Emergency relief 

20 800 

4 931 

Fleet 

321 354 

449 357 

Ward committee expenses 

620 227 

542 550 

Membership fees 

456 524 

(66 644) 

Pest control 

5 093 

2 028 

Fuel and oil 

4 627 279 

2018 110 

Postage and courier 

432 674 

337 961 

Printing and stationery 

479 051 

535 678 

Promotions 

58 000 

21 023 

Protective clothing 

837 526 

549 414 

Project maintenance costs 

1 545 393 

1 172 874 

Security 

10 002 240 

10 128 593 

Telephone and fax 

1 863 268 

2 054 972 

Training 

1 053 666 

352 655 

Travel - local 

1 187 875 

707 793 

Refuse 

565 894 

236 807 

Electricity 

1 537 982 

1 536 453 

Water 

999 752 

1 355 434 

Tourism development 

1 289 462 

2 995 049 

Public Participation 

415 471 

101 964 

Internal audit fees 

277 929 

912 973 

Indigent burials 

140 014 

95 509 

Staff bursaries 

125 254 

132 070 

Town planning and surveying costs 

240 154 

8 500 

Publicity 

104 684 

250 749 

Registration support fees 

372 592 

431 028 

Venue expenses 

1 100 395 

1 015 963 

Valuation roll expenses 

216 515 

729 569 

Social development programs 

146 448 

162 572 


36 918 647 

35 308 902 

37. Operating lease rentals 



Operating leases for equipment and fire engine is payable on pre-determined monthly instalments. 


Instalments to the operating lease agreements are pre-determined and in agreement with the active market prices. 


Operating leases to equipment, machinery and emergency vehicles are renewable upon the expiry date of the contract. 

38. Auditors' remuneration 



Audit fees 

1 207 695 

1 171 704 

39. Financial instruments disclosure 



Categories of financial Instruments 
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Financial instruments disclosure (continued) 


2015 

Financial assets 



At amortised 

Total 


cost 


Cash and cash equivalents 

2 302 502 

2 302 502 

Consumer receivables from exchange transactions 

12 298 630 

12 298 630 

Other receivables from exchange transactions 

29 605 902 

29 605 902 

Receivables from non-exchange transactions 

64 222 150 

64 222 150 

Investments 

473 433 

473 433 

Investments 

5 819 995 

5 819 995 



114 722 612 

114 722 612 

Financial liabilities 


At amortised 
cost 

Total 

Payables from exchange transactions 

39 779 888 

39 779 888 

Consumer deposits 

3 078 663 

3 078 663 

Finance lease obligation 

12 554 765 

12 554 765 

Loans 

10 341 125 

10 341 125 

2014 

65 754 441 

65 754 441 

Financial assets 


At amortised 
cost 

Total 

Cash and cash equivalents 

7 349 067 

7 349 067 

Consumer receivables from exchange transactions 

1 1 245 094 

11 245 094 

Other receivables from exchange transactions 

29 605 902 

29 605 902 

Receivables from non-exchange transactions 

44 225 458 

44 225 458 

Investments 

507 847 

507 847 

Investments 

31 575 987 

31 575 987 


124 509 355 

124 509 355 

Financial liabilities 


At amortised 
cost 

Total 

Payables from exchange transactions 

40 074 951 

40 074 951 

Consumer deposits 

3 040 779 

3 040 779 

Finance lease obligation 

14 339 610 

14 339 610 

Loans 

8 469 678 

8 469 678 


65 925 018 

65 925 018 
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40. Cash generated from operations 



Deficit 

(7 125 635) 

(1 815 055) 

Adjustments for; 



Depreciation and amortisation 

47 673 178 

38 663 957 

Gain on sale of assets and liabilities 

97 586 

407 063 

Finance costs - finance leases 

3 374 286 

1 625 403 

Infrasture assets written off 

5 442 752 

- 

Debt impairment 

16 755 536 

14 452 108 

Movements in retirement benefit assets and liabilities 

1 866 000 

5 865 000 

Increase in landfill site provision 

(1 649 879) 

23 089 

Adjustment to property, plant and equipment 

- 

(3 670 982) 

Changes in working capital: 



Inventories 

(2 067 138) 

198 157 

Other receivables from exchange transactions 

- 

51 902 

Consumer receivables 

(1 053 537) 

(19 444 940) 

Receivables from non-exchange transactions 

(12 088 874) 

(7 366 136) 

Payables from exchange transactions 

5 117 707 

4 273 989 

VAT 

10 468 895 

(2 893 704) 

Unspent conditional grants and receipts 

(16 471 472) 

2 081 393 

Consumer deposits 

- 

196 200 


50 339 405 32 647 444 


41. Commitments 



Authorised capital expenditure 



Already contracted for but not provided for 
• Property, plant and equipment 

17 531 659 

24 056 696 

Not yet contracted for and authorised by accounting officer 
• Property, plant and equipment 

43 840 133 

60 964 968 

Total capital commitments 

Already contracted for but not provided for 

Not yet contracted for and authorised by accounting officer 

17 531 659 

43 840 133 

24 056 696 
60 964 968 


61 371 792 

85 021 664 

Total commitments 



Total commitments 

Authorised capital expenditure 

61 371 792 

85 021 664 


This committed expenditure relates to property and will be financed by available bank facilities, retained surpluses, rights Issue 
of shares, issue of debentures, mortgage facilities, existing cash resources, funds internally generated, etc. 

Operating leases - as lessee (expense) 


Minimum lease payments due 

- within one year 

- In second to fifth year Inclusive 


1 937 085 2 099 001 

1 440 204 3 434 823 


3 377 289 5 533 824 


Operating lease payments represent rentals payable by the municipality for certain of its vehicles. Leases are negotiated for an 
average term of 3 years. 
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42. Contingencies 

The municipality is defending a matter against a Construction Company for the amount of R 2,758,889. The company had 
requested an interdict to prevent the municipality from advertising certain developments that they believe were awarded. The 
municipality is of the opinion that the company had breached its contract with the municipality. 

The outcome of the matter is not certain. 

A firm of consultants was contracted to the uMtshezi Municipality to upgrade the Kwezi Hostel and are disputing the terms; 
value of the disputed amount Is R 22,743. 

The matter has been referred to the attorney's and the outcome thereof is not certain. 

The publishing company claim that they prepared a publication for the municipality, but the municipality. The value of the 
disputed amount is R 151,652. 

The matter has been referred to the attorneys and the outcome of the matter is not certain. 

The municipality entered into a tripartite agreement with the Department of Human Settlements to redevelop and renovate 
KhwezI Hostel. The project has been under investigation from 201 1 by the Special Investigation Unit. The amount incurred to 
date Is R 29,246,331. 

The outcome of the matter is not certain. 

43. Related parties 
Relationships 

Accounting Officer Refer to accounting officer's report note 

Members of management Section 57 managers - refer to note 30 

Councillors - refer to note 31 

44. Comparative figures 

The aggregate effect of the changes in accounting policy on the annual financial statements for the year ended 30 June 2014 is 
^ disclosed in note 45 Prior period errors. 

45. Prior period errors 

The prior year has been amended to account for prior period errors. 

Below is a summary of the total effect that the prior period errors, changes in accounting policies and reclassifications of 
compartives had on the amounts previously disclosed in the annual financial statements, followed by a description of each 
individual prior period error with the amounts involved. 
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45. Prior period errors (continued) 


Statement of Financial Performance for the year ended 30 June 

Balance as 

Prior period 

Restated 

2014 

Revenue 

previously 

reported 

error 

balance 

Service charges 

175 220 102 


175 220 102 

Rental income 

463 433 


463 433 

Interest received 

2 442 844 


2 442 844 

Licences and permits (exchange) 

4 853 595 


4 853 595 

Rendering of services 

2 136 652 

_ 

2 136 652 

Administration and management fees received 

1 720 

. 

1 720 

Fees earned 

46 067 


46 067 

Property rates 

60 174 153 


60 174 153 

Property rates - penalties imposed 

7 164 545 

_ 

7 164 545 

Government grants and subisidles 

71 951 607 


71 951 607 

Fines, penalties and forfeits 

62 090 

_ 

62 090 

Other income 

1 043 355 

- 

1 043 355 

Total revenue 

325 560 163 

- 

325 560 163 

Expenditure 

Balance as 

Prior period 

Restated 

Employee related costs 

previously 

reported 

error 

balance 2014 

(71 116 670) 

(4 221 000) 

(75 337 670) 

Remuneration of councillors 

(5 036 936) 

_ 

(5 036 936) 

Debt Impairment 

(14 452 108) 


(14 452 108) 

Depreciation and amortisation 

(38 663 957) 

_ 

(38 663 957) 

Finance costs 

(1 660 258) 

_ 

(1 660 258) 

Repairs and maintenance 

(10 326 354) 


(10 326 354) 

Bulk purchases 

(132 912 833) 


(132 912 833) 

Grants and subsidies paid 

(6 142 844) 


(6 142 844) 

Loss on disposal of assets 

(407 063) 

. 

(407 063) 

General expenses 

(42 435 189) 

- 

(42 435 189) 

Total expenditure 

(323 154 212) 

(4 221 000) 

(327 375 212) 
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45. Prior period errors (continued) 

Statement of Financial Position as at 30 June 2014 

Balance as 

Prior period 

Restated 

Assets 

previously 

error 

balance 

Current Assets 

Cash and cash equivalents 

reported 

7 349 067 


7 349 067 

Consumer receivables from exchange transactions 

11 245 094 

. 

1 1 245 094 

Other receivables from exchange transactions 

29 605 902 

. 

29 605 902 

Receivables from non-exchange transactions 

44 225 458 

- 

44 225 458 

VAT receivable 

16 082 644 

. 

16 082 644 

Financial assets 

31 575 987 

. 

31 575 987 

Loans and receivables 

507 847 

. 

507 847 

Inventories 

1 289 559 

- 

1 289 559 

Total current assets 

141 881 558 

- 

141 881 558 

Non-current Assets 

Balance as 

Prior period 

Restated 


previously 

error 

balance 2014 

Property, plant and equipment 

reported 

629 876 048 

15 651 525 

645 527 573 

Intangible assets 

437 980 

- 

437 980 

Heritage assets 

8 244 763 

- 

8 244 763 

Financial assets 

72 309 

- 

72 309 

Total non-current assets 

638 631 100 

15 651 525 

654 282 625 

Liabilities 

Balance as 

Prior period 

Restated 


previously 

error 

balance 2014 

Current Liabilities 

Payables from exchange transactions 

reported 

40 074 951 


40 074 951 

Finance lease obligation 

3 032 408 

- 

3 032 408 

Unspent conditional grants and receipts 

18 921 943 

- 

18 921 943 

Employee benefit obligation 

1 103 000 

- 

1 103 000 

Provisions 

7 856 479 

15 651 525 

23 508 004 

Sundry loans 

733 660 

- 

733 660 

Current portion of long term loan 

366 635 

- 

366 635 

Consumer deposits 

3 040 779 

- 

3 040 779 

Total current liabilities 

75 129 855 

15 651 525 

90 781 380 

Non-current Liabilities 

Balance as 

Prior period 

Restated 


previously 

error 

balance 2014 

Long term loan 

reported 

8 103 043 


8 103 043 

Finance lease obligation 

11 307 202 


11 307 202 

Employee benefit obligation 

15 663 000 

4 221 000 

19 884 000 

Provisions 

- 

- 

- 

Net Assets 

Balance as 

Prior period 

Restated 


previously 

error 

balance 2014 

Accumulated surplus 

reported 

669 214 298 

4 221 000 

673 435 298 

Housing operating account 

1 095 260 

- 

1 095 260 

Total net assets 

670 309 558 

4 221 000 

674 530 558 
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45. Prior period errors (continued) 


Long service awards 

Long service awards . 4 221 000 


1. Long service awards provisions 

An actuarial valuation was not performed in the previous years for Mtshezi Municipality’s long service bonus awards. Pangea 
was only appointed In the current financial year to perform an actuarial valuation of Mtshezi Municipality’s long service bonus 
awards liability as at 30 June 2015 for the purpose of reporting under the Statement of Generally Recognised Accounting 
Practice 25 (GRAP25) of the Accounting Standards Board (ASB) Directive 5. The valuation was also performed for the 
comparative year 30 June 2014 and the value of the liability should have been R4, 221, 000 and therefore the financial 
statements have been adjusted accordingly. 


Error 2 

Landfill site . 15 651 525 

Provisions . (15 651 525) 


2. Landfill site valuation 

Landfill site valuation as at 30 June 2014 was incorrectly based on 4.2 hectare instead of 42hectares resulting in an 
understatement of both provisions and assets by R15 651 52. 


46. Risk management 
Financial risk management 
Credit risk 

Credit risk consists mainly of cash deposits, cash equivalents and receivables. The municipality only deposits cash with major 
banks with high quality credit standing and limits exposure to any one counter-party. 


Receivables comprise a widespread customer base. Management evaluated credit risk relating to receivables on an ongoing 
basis. If receivables are Independently rated, these ratings are used. Otherwise, If there is no independent rating, risk control 
assesses the credit quality of the receivable, taking into account its financial position, past experience and other factors. 
Individual risk limits are set based on internal or external ratings In accordance with limits set by management. 


Financial assets exposed to credit risk at year end were as follows: 


Financial instrument 

Cash and cash equivalent 

Consumer receivables from exchange transactions 

Other receivables from exchange transactions 

Receivables from non-exchange transactions 

Loans and receivables 

Financial assets 

Market risk 


2015 

2014 

2 302 502 

7 349 067 

12 298 630 

11 245 094 

29 605 902 

29 605 902 

61 222 150 

44 225 458 

473 433 

507 847 

5 819 955 

31 648 296 


Interest rate risk 

As the municipality has few significant interest-bearing assets, the municipality’s income and operating cash flows are 
substantially Independent of changes In market interest rates. 
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47. Going concern 

The annual financial statements have been prepared on the basis of accounting policies applicable to a going concern. This 
basis presumes that funds will be available to finance future operations and that the realisation of assets and settlement of 
liabilities, contingent obligations and commitments will occur in the ordinary course of business. 

The municipality’s current assets exceed its current liabilities and has accumulated surplusses of R 675 369 814. 

The ability of the municipality to continue as a going concern Is dependent on a number of factors. The most significant of 
these Is that the accounting officer continue to procure funding for the ongoing operations for the municipality. 

48. Events after the reporting date 
No events noted after the reporting date. 

49. Unauthorised expenditure 


Opening balance 

2 180 574 

- 

Unauthorised expenditure incurred 

21 275 398 

2 180 574 


23 455 972 

2 180 574 

50. Fruitless and wasteful expenditure 

Opening balance 

29 474 049 

- 

Add: Fruitless and v/asteful expenditure - current year 

- 

113 859 

Redevelopment and renovation of Khwezi Hostel 

- 

29 360 190 


29 474 049 

29 474 049 

51 . Irregular expenditure 

Opening balance 

3 015 781 

1 938 788 

Add: Irregular expenditure - current year 

1 840 267 

31 268 970 

Less: Amounts condoned 

(1 840 267) 

(30 191 977) 


3 015 781 

3 015 781 


52. Budget differences 

Material differences between budget and actual amounts 

Reason for variances of 10% and above between the budget and actual amounts are provided. 

Service charges: The use of electicity by households and businesses was less than anticipated. The businesses had to cut 
down their loads during load shedding and this resulted in less Income. 

Interest received - investment: Due to delays in the commencing of projects, expenditure on capital grants is low during the first 
five to six months of the financial year. This results In large amounts remaining in the investments accounts for the first months 
of the year. This resulted in a substantial amount of interest to be accumulated on those Investment accounts. Furthermore 
two investment accounts were opened in the financial year. 

Other Income: The large variance In other income is due to sale of land. The Income received was much more than 
anticipated. 

Employee related cost: The municipality filled a number of vacants posts In the past financial years. The budget has not 
accommodated the filling of vacant posts. Each year the employee related cost was increased by the percentage proposed by 
Treasury. 

Debt impairment: The municipality expected to write off about R12 million of debt, but not enough indigent people completed 
the Indigent forms and therefore only R8 million was written off. The municipality also appointed a new service provider for 
debt collection and it was discovered that some of the debt could actually be collected. 
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47. Going concern 

The annual financial statements have been prepared on the basis of accounting policies applicable to a going concern. This 
basis presumes that funds will be available to finance future operations and that the realisation of assets and settlement of 
liabilities, contingent obligations and commitments will occur In the ordinary course of business. 

The municipality's current assets exceed its current liabilities and has accumulated surplusses of R 675 369 814. 

The ability of the municipality to continue as a going concern is dependent on a number of factors. The most significant of 
these is that the accounting officer continue to procure funding for the ongoing operations for the municipality. 

48. Events after the reporting date 
No events noted after the reporting date. 


49. Unauthorised expenditure 


Opening balance 

Unauthorised expenditure incurred 

2 180 574 

21 275 398 

2 180 574 

23 455 972 

2 180 574 

50. Fruitless and wasteful expenditure 



Opening balance 

Add: Fruitless and v/asteful expenditure - current year 

Redevelopment and renovation of Khwezi Hostel 

29 474 049 

113 859 
29 360 190 

29 474 049 

29 474 049 

51 . Irregular expenditure 



Opening balance 

Add: Irregular expenditure - current year 

Less: Amounts condoned 

3 015 781 

1 840 267 
(1 840 267) 

3 015 781 

1 938 788 
31 268 970 
(30 191 977) 

3 015 781 


52. Budget differences 

Material differences between budget and actual amounts 

Reason for variances of 10% and above between the budget and actual amounts are provided. 

Service charges! The use of electicity by households and businesses was less than anticipated. The businesses had to cut 
down their loads during load shedding and this resulted in less income. 

Interest received - Investment: Due to delays in the commencing of projects, expenditure on capital grants is low during the first 
five to six months of the financial year. This results in large amounts remaining in the Investments accounts for the first months 
of the year. This resulted in a substantial amount of interest to be accumulated on those investment accounts. Furthermore 
two Investment accounts were opened in the financial year. 

Other income: The large variance in other Income is due to sale of land. The income received was much more than 
anticipated. 

Employee related cost: The municipality filled a number of vacants posts in the past financial years. The budget has not 
accommodated the filling of vacant posts. Each year the employee related cost was increased by the percentage proposed by 
Treasury. 

Debt impairment: The municipality expected to write off about R12 million of debt, but not enough indigent people completed 
the Indigent forms and therefore only R8 million was written off. The municipality also appointed a new service provider for 
debt collection and It was discovered that some of the debt could actually be collected. 


83 - 18 January 2016 - 08:59 AM 


Umtshezi Local Municipality 

Annual Financial Statements for the year ended 30 June 2015 

Notes to the Annual Financial Statements 

Figures in Rand 


47. Going concern 

The annual financial statements have been prepared on the basis of accounting policies applicable to a going concern. This 
basis presumes that funds will be available to finance future operations and that the realisation of assets and settlement of 
liabilities, contingent obligations and commitments will occur In the ordinary course of business. 

The municipality’s current assets exceed its current liabilities and has accumulated surplusses of R 675 369 814. 

The ability of the municipality to continue as a going concern is dependent on a number of factors. The most significant of 
these Is that the accounting officer continue to procure funding for the ongoing operations for the municipality. 

48. Events after the reporting date 
No events noted after the reporting date. 


49. Unauthorised expenditure 


Opening balance 

Unauthorised expenditure incurred 

2 180 574 

21 275 398 

2 180 574 


23 455 972 

2180 574 

50. Fruitless and wasteful expenditure 



Opening balance 

Add: Fruitless and vyasteful expenditure - current year 

Redevelopment and renovation of Khwezi Flostel 

29 474 049 

113 859 
29 360 190 


29 474 049 

29 474 049 

51 . Irregular expenditure 



Opening balance 

Add: Irregular expenditure - current year 

Less: Amounts condoned 

3 015 781 

1 840 267 
(1 840 267) 

1 938 788 
31 268 970 
(30 191 977) 


3 015 781 

3 015 781 


52. Budget differences 

Material differences between budget and actual amounts 

Reason for variances of 10% and above between the budget and actual amounts are provided. 

Service charges: The use of electicity by households and businesses was less than anticipated. The businesses had to cut 
down their loads during load shedding and this resulted in less income. 

Interest received - investment: Due to delays in the commencing of projects, expenditure on capital grants is low during the first 
five to six months of the financial year. This results in large amounts remaining in the investments accounts for the first months 
of the year. This resulted in a substantial amount of interest to be accumulated on those investment accounts. Furthermore 
two Investment accounts were opened in the financial year. 

Other Income: The large variance in other income Is due to sale of land. The income received was much more than 
anticipated. 

Employee related cost: The municipality filled a number of vacants posts in the past financial years. The budget has not 
accommodated the filling of vacant posts. Each year the employee related cost was increased by the percentage proposed by 
Treasury. 

Debt impairment: The municipality expected to write off about R12 million of debt, but not enough Indigent people completed 
the indigent forms and therefore only R8 million was written off. The municipality also appointed a new service provider for 
debt collection and it was discovered that some of the debt could actually be collected. 
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2015 2014 


52. Budget differences (continued) 

General expenditure: The expenditure was minimised due to reduced electricity income. 
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